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Introduction

Forestlands are important to Oregon’s economic and
environmental health. The Oregon Legislature estab-
lished several special assessment programs that reduce
taxes for forestland owners in order to recognize and
encourage timber growth and harvest.

This manual is intended to serve as a comprehensive
technical reference manual for those who appraise for-
estland in Oregon for property taxation. The manual is
designed to help county tax assessors and appraisers
interpret forest use statutes and administrative rules.
Owners of forested properties may find information in
this booklet helpful in decisions related to their forest-
land holdings.

This manual isn’t intended to be the definitive legal ref-
erence for all laws and regulations applying to forest-
land in Oregon. Management and harvests on private
forestland are regulated by several state and federal
agencies. County assessors and appraisers should seek
advice on questions that are outside the range of their
expertise. This booklet is also not intended to serve as a
guide on management of forested properties or advise
owners on the tax consequences of every action they
may take on their property. Owners of forested proper-
ties are encouraged to seek expertise from their county
assessors, extension agents, forest consultants, or oth-
ers on matters specific to their properties.

Roles of county and state government
in program administration

County government, through the county assessment
offices, is the primary decision-maker and authority of
forestland special assessments. The county is respon-
sible for accepting and processing applications for the
special assessments, including disqualifying lands that
no longer qualify and collecting the appropriate prop-
erty taxes.

State government, through the Oregon Department of
Revenue, oversees the administration of forestland spe-
cial assessments by interpreting statutes and adminis-
trative rules, producing forms and publications, and
acting as a resource for county questions. This serves
to maintain consistent interpretation and application of
statutes and rules related to the administration of tax
programs. We also provide valuation functions in sup-
port of the forestland programs and administers the tax
imposed on harvested timber. The Oregon Department
of Forestry has statutory authority to monitor stocking
levels and to recommend both reforestation plans and
disqualification proceedings.
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Forested land versus forestland

“Forested land” is land that supports natural vegeta-
tion that includes tree species.

“Forestland” is land that meets the criteria detailed
in Oregon Revised Statute (ORS) 321.257(2) for west-
ern Oregon or ORS 321.805(4) for eastern Oregon. It
also includes land that is designated as forestland and
meets the species, stocking and acreage criteria in Ore-
gon Administrative Rule (OAR) 150-321-0340 for west-
ern Oregon, and OAR 150-321-0810 in eastern Oregon.

Programs that cover assessment of
property taxes on forested land

Forestland

Highest and best use—Lands where the best, most eco-
nomically productive use is to grow timber and other
forest products. This determinationisbased onappraisal
judgment and determined by the county assessor. The
landowner doesn't apply for this assessment.

Designated—Land that has a higher and better use
than forestland that has been designated as forestland
at the request of the landowner with the approval of the
county assessor. The land must be held or used for the
predominant purpose of growing and harvesting trees
of a marketable species. The landowner must apply for
this assessment.

In western Oregon: Designated forestland valued
as farm use—Forestland in western Oregon may be
assessed at farm use values when certain conditions
are met. The landowner must apply for this assessment.

Small tract forestland (STF) option

This program serves as an alternative option to the
forestland special assessment program. The land must
meet the criteria of forestland special assessment.
Owners are eligible if they own at least 10 acres, but less
than 5,000 acres of qualified forestland in Oregon. The
benefit to the owner is that the land is taxed at 20 per-
cent of the value assessed on forestland properties. A
severance tax is then applied to timber harvested from
STF land to recover the revenue loss from the reduced
assessment on the land.

Farm woodlot

This is a farm use special assessment. The program
is explained in our Farm Use Manual, 150-303-422.



Generally, an owner of farm property may elect to
place up to 20 acres of forested land in this farm use
assessment.

This manual is organized in five main sections that
cover the qualification, valuation, disqualification,
additional tax, and special provisions of forestland.

The Qualification section will describe the owner
requirements, application criteria, review process, and
the ongoing process the county uses to check compli-
ance with program requirements.

The Valuation section addresses the process of
appraisal, certification of values, and value appeal
process. The terms real market value (RMV), specially
assessed value (SAV), maximum assessed value (MAV),
and maximum specially assessed value (MSAV) are
defined. The valuation of the different forest produc-
tivity classes found within the state will be discussed.

The Disqualification section will address the rea-
sons for all or part of a forest property to be disquali-
fied from special assessment. The conditions that
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constitute “change of use” from forest to other uses will
be described.

The Additional tax portion covers the details of when
and how to compute the additional tax that is assessed
when properties are disqualified from forestland spe-
cial assessment.

The last section covers Special provisions related to
forestland special assessment. This includes topics
such as exchanges, properties under short rotation for
hardwood production, land growing juniper trees, con-
servation easements, non-farm use dwellings, and spe-
cially assessed forest homesites.

The Appendix includes reference material that is use-
ful in administering the special assessment of forest-
land properties. Information includes: sample letters,
administrative rules, statutes, court cases, guidelines
for checking stocking, and site class data. Also included
is a list of resources for forestland owners on topics
such as forest management, tax advice, small tract for-
estland decision-making, and tree propagation.
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Qualification for forestland special assessment

Private land in Oregon that is used, or could be used,
for forest production may be assessed as:

¢ Highest and best use forestland.

* Designated forestland.

e Small tract forestland.

e A farm use value for certain forestland or farm
woodlot.

1. Forestland

1A. Western Oregon forestland

Forestland in Oregon is defined by statute according to
its geographic location within the state. Forestland in
the 19 counties located primarily west of the Cascade
Mountain Range is considered to be western Oregon
forestland. The counties that fall under this definition
include Benton, Clackamas, Clatsop, Columbia, Coos,
Curry, Douglas, Hood River, Jackson, Josephine, Lane,
Lincoln, Linn, Marion, Multnomah, Polk, Tillamook,
Washington, and Yamhill.

The western Oregon forestland definition is found in
ORS 321.257(2). “Forestland” means land in western
Oregon that is being held or used for the predominant
purpose of growing and harvesting trees of a market-
able species and has been designated as forestland; or
land in western Oregon, the highest and best use of
which is the growing and harvesting of such trees. For-
estland is the land only and doesn'’t include improve-
ments or the trees growing on the land.

Trees of amarketable species may vary in different areas
in western Oregon and may change as the utilization of
forest trees changes. The size, age, location, quality, and
condition of trees don’t necessarily determine market-
able species. Western Oregon is dominated by Douglas-
fir, but also contains western hemlock, sitka spruce, red
cedar, grand fir, red alder, and big leaf maple.

1B. Eastern Oregon forestland

Forestland in the 17 counties primarily east of the
Cascade Mountain Range is considered to be eastern
Oregon forestland. The counties that fall under this
definition include Baker, Crook, Deschutes, Gilliam,
Grant, Harney, Jefferson, Klamath, Lake, Malheur,
Morrow, Sherman, Umatilla, Union, Wallowa, Wasco,
and Wheeler. This area is dominated primarily by
ponderosa pine, but also contains large components of
lodgepole pine, Douglas-fir, Englemann spruce, white
fir, sugar pine, larch, and incense cedar.

Eastern Oregon forestland definition is found in ORS
321.805(4). “Forestland” means land in eastern Oregon
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that is being held or used for the predominant purpose
of growing and harvesting trees of a marketable spe-
cies and has been designated as forestland under ORS
321.805 to 321.855; or land in eastern Oregon, the high-
est and best use of which is the growing and harvesting
of such trees. Forestland is the land alone and doesn’t
include improvements or trees growing on the land.

1C. Isolated openings

According to ORS 321.257(2) for western Ore-
gon and ORS 321.8054) for eastern Oregon,
“...Forestland often contains isolated openings that, due
to rock outcrops, river wash, swamps, chemical condi-
tions of the soil, brush and other conditions, prevent
adequate stocking of such openings for the production
of trees of a marketable species. If the openings in their
natural state are necessary to hold the surrounding for-
estland in forest use through sound management prac-
tices, the openings are deemed forestland...”

Isolated openings are naturally occurring areas on
forestland. In western Oregon these openings are clas-
sified as the same productivity class as the surround-
ing forestland. The forestland productivity classes are
described in detail in the Valuation chapter.

See Section 2F of this chapter for “Qualification details
of forestland for eastern Oregon.” In eastern Oregon,
80 percent of the acreage on the application must meet
minimum stocking requirements to qualify for special
assessment as forestland. The isolated openings would
be included in any acreage that represents 20 percent
of the land area that is under-stocked or non-stocked
described on the forestland application.

In order for land to be considered an isolated open-
ing and assessed the same as the surrounding forest-
land, the area must be in support of the surrounding
forestland. (See Appendix F, “Department of Revenue
v. Rankin.”) It was found that the isolated openings
defined in statute must provide benefits to sustain the
surrounding forestland in forest use and that the open-
ing needs to be surrounded by the forestland rather
than lying on the edge of it.

As a general guideline, isolated openings are 2 acres or
less. If the opening is larger than 2 acres due to the above
described conditions, then an FX forestland classifica-
tion [see Section 2D1(a), “Western Oregon forestland
classes” in the “Valuation” chapter] may be considered.
Appraisers should consult with the Department of Rev-
enue for assigning or changing any forestland classifi-
cation for valuation purposes.



An example of isolated openings on a specially assessed
forestland property would be the existence of a beaver
dam and the associated pond and wetlands created by
the dam. The saturated condition of the soil may pre-
vent the establishment and growth of trees. Normal
forest management practices often don’t consider it cost
effective to undertake control measures. The land area
impacted by the beaver activity would be assessed the
same as the forestland around it.

An example of a chemical condition of the soil that
would prevent adequate stocking of forest tree species
would be the presence of a serpentine soil. This type of
soil exists in areas in southern Oregon. Minerals that
contain high levels of nickel and chromium are com-
mon in serpentine soils and can cause toxicity in plants.
Most serpentine soils are shallow, restricting water
holding capacity and rooting depths. If this type of soil
exists throughout a forestland parcel, then it would be
defined as forestland. As long as the areas of this soil
condition were small, the land would be assessed as the
same forestland surrounding it.

Another example of isolated openings on forestland
would be rock outcrops or bedrock near the surface
of the soil that prevents trees to survive and thrive at
the level of the surrounding forestland. Rock pits may
be established in some of these openings and the rock
mined could be used on roads in surrounding for-
ests. This area would be defined as forestland and be
assessed at the same forestland classification as the sur-
rounding forestland.

1D. Highest and best use

The county assessor has the authority and responsibil-
ity to annually review private forestland to determine
if the land meets the criteria of being assessed for prop-
erty taxes as highest and best use (H&BU) classifica-
tion. This function applies to:

¢ Forested properties that are currently assessed as
H&BU forestland.

e Forested properties that could be assessed as H&BU
forestland.

1D1. Definition

The concept of highest and best use is addressed in
both definitions stated on the previous pages. Highest
and best use may be defined as “the reasonably prob-
able and legal use of vacant land or improved property,
which is physically possible, appropriately supported,
financially feasible, and results in the highest value.”
(The Appraisal of Real Estate, Appraisal Institute, Elev-
enth Edition.)

A highest and best use analysis involves the consider-
ation of all the legal, financially feasible, and appropri-
ately supported uses of the land. Among the qualified
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uses, the one that results in the highest value will be
the “highest and best use.” Central to the definition of
highest and best use is the idea that the property can
be used in such a way that its productivity, or profit,
is maximized. Uses that achieve maximum production
will realize the highest prices.

A highest and best use appraisal is market-driven. The
property competes with other uses, so the market will
display and support a value that helps an appraiser
make the conclusion of its highest and best use. The
concepts of real market value and highest and best use
are closely related.

Real market value is defined in ORS 308.205(1):

“Real market value of all property, real and personal, means
the amount in cash that could reasonably be expected to be
paid by an informed buyer to an informed seller, each acting
without compulsion in an arm’s length transaction occurring
as of the assessment date for the tax year.”

Real market value addresses the exchange aspect of
value while highest and best use addresses the analy-
sis in support of the value exchange. These two con-
cepts are fundamental to making a reasonable decision
regarding a property’s value. These concepts form the
basis of valuation and can be viewed as two parts of the
same process.

1D2. Appraisal method

The appraisal method for highest and best use applies
four criteria in a specific order. The criteria, when
applied in order, will eliminate inappropriate uses.

The criteria in sequence:

1. Physically possible.
Legally permissible.

3. Financially feasible.

4. Maximally productive.

N

Physically possible: Consider how all of the proper-
ty’s characteristics will affect its usefulness. Review
the property’s shape, topography, soil conditions,
road frontage, depth, accessibility, and availability of
utilities.

Legally permissible: Identify uses that are permitted
through zoning, building codes, private restrictions,
comprehensive plans, and environmental regulations.
Consider whether a zoning change is possible. Deed
restrictions and easements could impact the use of the
property.

Financially feasible: Investors are concerned with the
cost-benefit relationship in fulfilling their objectives.
Uses that are expected to produce a positive return
are regarded as financially feasible. When considering
income producing uses, consider the gross income that
can be expected. Determine the use that is most likely



to create value or result in a profit when reviewing uses
that don’t produce income.

Maximally productive: H&BU analysis looks to find
the use that produces the greatest profit.

Most of the statutes and administrative rules are silent
on the highest and best use analysis of forestland. How-
ever, for eastern Oregon, sound forestland manage-
ment practices have many goals that meet the highest
and best use test for forestland. In addition to grow-
ing trees, other activities include range management,
fire protection, soil erosion control, stream protection,
cooperative wildlife management and other similar for-
est related activities. In addition, buffer or fringe areas,
road access control and other forest-related activities
may be classified as forestland.

Highest and best use decision making for tax purposes
is the authority of the county assessor and the staff of
that office. The county can qualify the assessment as
H&BU forestland, and no application is required.

The analysis of H&BU forestland isn't a static process.
Because this is a market-driven analysis, market forces
could change the status of H&BU forestland at any time.
The county assessor and the appraisal staff should
examine properties annually to determine if current
market forces still warrant the assessment as H&BU
forestland. H&BU forestland decisions also involve
when to remove a property from this tax assessment.
The analysis is the same. It is a determination of mar-
ket forces that demonstrate that the H&BU decision no
longer applies to the subject property.

Examples of when a property would no longer be
H&BU forestland:

* When a zoning change has occurred.

e Utilities have become available.

* Comprehensive plans have been altered to allow a
different use.

® Market forces are demonstrating a transition to other
uses.

Only after a thorough review and analysis should the
decision be made for the use of a highest and best use
classification. The decision requires good judgment
and analytical skills of the appraiser to create a well-
supported appraisal opinion.

2. Designated forestland

If forested property doesn’t meet the appraisal criteria
for a highest and best use classification as forestland,
then the land should be assessed at a market value
based on the highest and best use of the property. A
landowner does have the option to apply for a special
assessment as “designated forestland” if certain criteria
are met.
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2A. Definition

Designated forestland is land, “which is being held
or used for the predominant purpose of growing and
harvesting trees of a marketable species and has been
designated as forestland...” [ORS 321.257(2) and ORS
321.805(4)]

2B. Predominant purpose

According to the definition of designated forestland,
the land must be “held or used for the predominant
purpose of growing and harvesting trees of a market-
able species.” This means that the primary purpose of
the land is to grow and harvest trees, even if the land
has other concurrent uses. It also means, by the term
“held or used,” that the predominant purpose is a long-
term purpose. Land that isn't currently used to grow
and harvest timber may be converted to forest use by
following a written plan to properly stock the land with
trees of sufficient number within a five-year period.
Concurrent uses may be allowed as long as a second
use doesn’t interfere with the most important purpose
of growing and harvesting timber. Once a secondary
concurrent use interferes with the ability to grow or
harvest, then the primary use of the land has changed.

Land with trees growing on it doesn’t make the pri-
mary purpose of the land as “growing and harvesting”
trees. Lands that have written documentation of prohi-
bitions to harvesting or conversion to another purpose
may be disqualified from forestland or won’t be ini-
tially qualified. Written prohibitions to harvesting can
take the form of conservation easements, zoning, local
area covenants, or management plans that preclude or
severely restrict harvesting.

The unsupported statement by an owner that the land
is being held or used for the predominant purpose of
growing and harvesting trees isn't sufficient basis for
determining such land is forestland. Owners need to
demonstrate both the capacity and the intent to manage
their land as forestland. All of the evidence combined
should be considered in making the determination to
designate land as forestland.

Lands that have the growing or harvesting of trees
permanently restricted wouldn't qualify as designated
forestland.

2C. Lands that don’t qualify for special
assessment

Lands not eligible for special assessment as forestland
in western Oregon are listed in ORS 321.267. Lands not
eligible for special assessment in eastern Oregon are
listed in ORS 321.824.

Lands that are assessed by the Department of Revenue,
commonly referred to as “centrally assessed” properties



per ORS 308.505 to 308.665, 308.805 to 308.820, and
308.990, may not be assessed as designated forestland.

Land that is used exclusively for the purpose of grow-
ing Christmas trees isn't eligible to be assessed as
forestland.

Land that is used for growing hardwood timber includ-
ing, but not limited to hybrid poplar, isn’t eligible to be
assessed as forestland provided four criteria are met.

¢ The land is intensively cultivated and competing
vegetation is removed for at least three years after
planting,

¢ The species is marketable as fiber for manufacturing
paper products,

¢ The intention is to harvest on a rotation cycle of 12
years or less, and

® The land and timber are subject to intensive agricul-
tural practices such as fertilization, insect and dis-
ease control, cultivation, and irrigation.

See “Special provisions” chapter for more information.

2D. Application for Designated Forestland
2D1. Due date [ORS 321.358(1)]

A landowner must submit applications to the county
assessor’s office on or before April 1 of the assessment
year. The owner may also submit an application within
30 days of receipt of a notice of assessment as omitted
property. Also, an application to designate the land as
forestland for the assessment year may be submitted by
December 15 if:

e For the prior assessment year, the land had been for-
estland by reason of the land being highest and best
use forestland; and

e For the current assessment year, the land is being
assessed at a value reflecting a use other than highest
and best use forestland.

2D2. Size (humber of acres)

The land that is subject to an application must be held
or used predominantly to grow and harvest trees of a
marketable species. Land may qualify if the area to be
designated is at least 2 contiguous acres in common own-
ership; OAR 150-321-0340, paragraph 4 and OAR 150-
321-0810, paragraph 6.

2D3. Required elements of the application

The law requires that the applications be on forms pro-
vided by the Department of Revenue. ORS 321.358 also
requires that the following information (shown in ital-
ics) be included on the application:

1. Adescription of all land the applicant desires to be desig-
nated as forestland.
2. Date of acquisition.
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Whether or not the land is being held or used for the
predominant purpose (see 2B, page 7) of growing and
harvesting trees of a marketable species. If the appli-
cant answers “no” to this question, the applica-
tion must be denied.

Whether or not there is a forest management plan for
the property. If there is a management plan, state if the
plan is being implemented and the nature and extent of
the implementation. A management plan is a written
plan that lays out the landowner’s long-term objec-
tives for managing the property. Examples of items
the plan could include: tree species being managed,
protection of trees, long-term harvest plans, control
of competing vegetation, and stocking adjustments
such as thinning. A management plan is different
than the written plan for meeting stocking stan-
dards discussed in number 5 below.

The fact that an applicant doesnt have a forest
management plan doesn’t, by itself, indicate that
the application should be denied. A forest manage-
ment plan may indicate the landowner’s intent/
ability to manage the land as forestland. This is just
one of the factors to be considered in determining
if the land is best classified as forestland.

How many acres of the land to be designated currently
meet the stocking standards as required by the state for-
ester? See Table 2 (page 10) for stocking standards
on existing stands. A plan must be submitted with
the application if the land doesn’t currently meet
the standards. The plan must meet the criteria
listed in OAR 150-321-0340 for western Oregon, or
OAR 150-321-0810 for eastern Oregon. It is recom-
mended that the plan have a detailed description
showing the physical area to be planted each year.
See a sample plan in Appendix A.

Whether or not the land is being used for grazing. The
answer to this question should be considered when
determining “predominant purpose.” The concern
is about the extent of negative impact on seedlings
by the grazing. Grazing can't interfere with the
growing and harvesting of trees.

Whether or not the land has been platted under ORS
Chapter 92. After platting and subsequent disquali-
fication, the new parcels may re-qualify for desig-
nation by application. This information is to alert
the assessor to verify that additional taxes have
been paid prior to re-qualifying the land as desig-
nated forestland.

Whether or not the land is timberland subject to ORS
Chapter 477. ORS Chapter 477 is the Department of
Forestry fire patrol assessment chapter. All “tim-
berland” is subject to fire patrol assessments under
this chapter and may assist in determining whether
the land should be classified as forestland for prop-
erty tax purposes. The assessor’s office should have
this information if the landowner is unsure of the
status of the land regarding Chapter 477.



9. Whether or not the land (or any of it) is subject to a
lease or option that permits uses other than growing or
harvesting of trees. The answer to this question will
help in determining the “predominant purpose.”
The assessor may want to look at the lease to see if
there are restrictions on harvesting, or if the lease
interferes with the predominant purpose of grow-
ing and harvesting trees.

10. State the applicant’s past experience in growing and
harvesting trees. It’s not required that the landowner
have experience in growing and harvesting trees in
order to qualify for special assessment, but know-
ing this information can help the assessor in under-
standing the landowner’s ability/intent to manage
the land as forestland. It can alert the assessor to
inexperienced landowners who may need direc-
tion on forest-related resources.

11. State the applicant’s current and continuing activity in
growing and harvesting trees. See number 10 above.

12. A statement that the applicant is aware of the potential
tax liability when the land ceases to be designated as
forestland.

13. An affirmation that the statements contained in the
application are true.

2D4. Marketable species

In order to qualify for designation as forestland, or the
small tract forestland program, acceptable species must
be present on the land. The rule references are:

* Western Oregon OAR 150-321-0340.

¢ Eastern Oregon OAR 150-321-0810.

¢ Small tract forestland OAR 150-321-0700.

* Oregon Department of Forestry, Forest practice
administrative rule, OAR 629-610-0050.

Tree species that are acceptable for artificial reforesta-
tion, natural reforestation, and as residual tree stocking
are based on all of the following criteria:

¢ The species must be ecologically suited to the plant-
ing site;

* The species must be capable of producing logs, fiber,
or other wood products suitable in size and quality
for the production of lumber, sheeting, pulp, or other
commercial forest products; and

® The species must be marketable in the foreseeable
future.

In nearly all cases, native species will be considered
“ecologically suited” and are the preferred reforesta-
tion species. If there is no past evidence that a species
can attain a “free to grow” condition and achieve mer-
chantable size on the site, then landowners shouldn’t
be able to use it as an acceptable species. A conifer
or hardwood species that has commercial value as
a forest product will meet the requirement of OAR
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629-610-0050. This includes products such as commer-
cial firewood and pacific yew bark. The fact that such
products may not be the most profitable for a given site
isn’t relevant. Tree species that are not currently mar-
ketable or marketable in the foreseeable future can’t be
used to meet the tree stocking standards. A market for
juniper develops from time to time. However, current
information indicates this species isn't continuously
marketable and wouldn't be considered an acceptable
reforestation species.

Landowners are encouraged to reforest with a mix-
ture of acceptable tree species. This reduces the risk
of insect and disease losses and it promotes stand
diversity. Seedlings or seeds used for artificial refor-
estation should be from seed sources that are geneti-
cally adapted to the growing site. If a tree species isn't
present on the property, but is found on similar prop-
erties, then it can be considered native. Landowners
wanting to reforest with non-native species should
check with the state forester and get written approval
before planting. If the stocking requirements are met
with native species, then landowners may plant any
non-native species without an approval plan for an
alternate practice.

The local stewardship forester can provide information
and advice regarding appropriate species and practices
for reforestation. However, the forester may not have
a standard list of species and practices to hand out to
landowners. Each reforestation site can be very unique
and most stewardship foresters will likely provide
generic information, unless they are familiar with a
specific site.

2D5. Stocking standards
2D5a. ODF standards

In order to qualify for designation as forestland, or the
small tract forestland program, there must be at least
a minimum number of trees per acre as described in
OAR 629-610-0020.

The Oregon Forest Practices Act establishes stocking
and species standards. If these standards are not met
at the time of application, the landowner must submit a
written plan to the assessor, along with the application
that states the activities to be done, in order to meet the
requirements. The criteria of these plans are explained
in our administrative rules 150-321-0340 for western
Oregon and 150-321-0810 for eastern Oregon.

2D5b. Standards on existing stands

The following table could be used in assisting the land-
owner and appraiser in determining whether mini-
mum stocking standards are currently met on existing
stands.



Table 1

Spacing for minimum
stocking requirements

Site *Size in |Stocking Average
diameter |requirement spacing
ILII &III <1" 200 per acre 15'
IV&V <1" 125 per acre 19'
VI 100 per acre 21
LI &III 1" to 10" |120 per acre 19'
IV&V 1" to 10" |75 per acre 24'
VI 1" to 10" |60 per acre 27'
LIL &III 11" 80 sf BA**/acre 19'
IV&V 11" 50 sf BA /acre 23'
VI 11" 40 sf BA /acre 26'
LIL &III 14" 80 sf BA**/acre 24
IV&V 14" 50 sf BA/acre 31
VI 14" 40 sf BA /acre 34'
ILIL &IIT 18" 80 sf BA**/acre 31
V&V 18" 50 sf BA /acre 39'
VI 18" 40 sf BA /acre 44
LIL &III 24" 80 sf BA**/acre 41
IV&V 24" 50 sf BA /acre 52'
VI 24 40 sf BA/acre 58'

*Size is diameter outside bark at breast height.
**sf BA means square feet of basal area.

Per OAR 629-610-0020(9), “For the purpose of determin-
ing compliance with the tree stocking requirements of
the reforestation rules, tree stocking in riparian man-
agement areas within an operation area will be consid-
ered separately from stocking in the rest of the area.”

2D5c. Plans to meet stocking standards

If land doesn’t meet the minimum stocking require-
ments of ODF rule 629-010-0020 (see 2D5a, b above), the
landowner must submit a written plan to the assessor
at the time of application. Reforestation plan require-
ments are listed in OAR 150-321-0340 for western Ore-
gon, and OAR 150-321-0810 for eastern Oregon. See
Appendix A for a sample plan.

The plan must indicate the location of the area to be
treated. It will show the acres involved, ground cover,
present stocking, steepness of the slope, and the direc-
tion the slope faces (aspect). The plan should also indi-
cate the site preparation requirements planned for the
site, for example, brush or grass removal, rodent con-
trol, disease and insect control, slash disposal, protec-
tion from grazing animals, and soil tillage. The plan
needs to name the species to be planted, the time of
year the planting will occur, number of trees per acre
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to be planted, and the method of planting. Alternative
methods of reforestation, such as seed tree retention or
hardwood coppicing (sprouting from the stump), need
to be detailed in a written plan to the state forester
before implementation.

It is required that at least one-fifth (20 percent), but not
less than 2 acres, of the area in the plan be planted by
December 31 of the first assessment year that the land
is designated as forestland. Each year after, a minimum
of one-fifth (20 percent) of the area must be planted, in
addition to the previous year’s requirements. At the
end of the fifth year after the assessor approves des-
ignation, 100 percent of the area in the plan must be
planted. The assessor may grant extensions to planting
requirements if a loss of planted stock occurs due to
conditions beyond the control of the landowner.

The land area to be designated must be at least 2 con-
tiguous acres in common ownership to qualify as des-
ignated forestland. For example, if you have a parcel
with four non-contiguous 1-acre areas of forested land
under application for designation as forestland, the
application wouldn’t be approved. At least one of the
areas would need to be 2 acres in size. If it had one
2-acre area, then the remaining three areas would also
qualify. A prime detail is that all areas under applica-
tion are in common ownership.

2D5d. Determining forestland productivity

Forestland productivity is classed by the U.S. Depart-
ment of Agriculture’s cubic foot productivity class sys-
tem for purposes of establishing stocking standards.
Forestland productivities are estimated based upon
the parcel’s potential for producing wood over a bio-
logical rotation. The biological rotation is the age where
average annual growth of wood is maximized. The
maximized production is measured in cubic feet per
acre per year and is divided into classes that rank the
relative productivity of soil types. Productivity classes
L II, and III are primarily found in northwest Oregon
and represent ranges common on sites dominated by
Douglas-fir and western hemlock. Productivity classes
IV, V, and VI are found in eastern Oregon and parts of
southwest Oregon and Hood River county. They are
more representative of sites on which ponderosa pine
is the predominant species.

Determining the productivity of sites to determine
required stocking for forestland applications can be
complicated and often involves the reliance on several
sources of information. The USDA Natural Resource
Conservation Service (NRCS) has completed extensive
soil surveys of both eastern and western Oregon and
developed estimates of productivity for major forest
species by soil type that can serve as a guide to establish
the productivity class of a specific property. Appraisers
should first identify the major soil type(s) on a property



and determine the forestland productivity of the major
tree species for the soil type.

The Oregon Department of Revenue’s forestland maps
that measure the productivity of forestland sites for the
purpose of valuation are another source of informa-
tion appraisers may use to determine forestland site
productivity in western Oregon. These maps reflect
measurements of forestland site index and are divided
into forestland (F) class categories that reflect a bal-
anced distribution of the acreage for the property tax
system. Table 2 below shows how the three main stock-
ing classes are matched to the productivity class and
our F-classes. Our FE class falls in both the high and
medium group productivity classes indicating that
more evaluation (NRCS soil typing or onsite tree mea-
surements) will be needed to establish the required
stocking levels.

Note: A detailed relationship between our F-class and
site index is found in the valuation section of this man-
ual. The 50- and 100-year indexes on Table 2 relate the
cubic foot productivity to the forestland productivity.

There will be properties that don't have an NRCS soil
map or Department of Revenue F class coverage, or
there may be reason to believe that the existing informa-
tion is inaccurate. In some cases, the soils on a property
that is the subject of application for forestland designa-
tion may have been previously used for agriculture and
won't have forestland ratings. However, this doesn’t
mean that the soils are incapable of growing trees. The
Oregon Department of Forestry (ODF) has developed
a methodology for establishing forestland site produc-
tivity to determine minimum stocking requirements.
This methodology requires a qualified forester to take
measurements of trees on or near the parcel in ques-
tion and estimate the cubic foot site class. The Oregon
Department of Forestry or the county appraisers
don’t take measurements to establish productivity
class for landowners. The landowner is responsible
for having a qualified person take the measurements
and calculate the cubic foot site class. ODF’s land use
planning notes number 3 (see Appendix B) details the
procedures for establishing productivity class. County
appraisers are responsible for insuring that stocking
standards are met or will be met with a reforestation
plan before approving an application for designated
forestland. Appraisers should be able to confirm the
landowners’ assessment of productivity and come to
an agreement with the landowner prior to approval of
a reforestation plan.

It is important to note that the productivity classes that
establish stocking standards are not the same as those
that determine the Department of Revenue’s F class
for valuation. We are responsible by statute for deter-
mining forestland productivity of newly designated
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forestlands. Determining our F classes will be dis-
cussed in the valuation section.

2D5e. Free to grow

Forested areas can support trees of many ages and sizes.
The stocking of “free-to-grow” seedlings, saplings and
poles, and larger trees will be weighted to determine
stand stocking. The term “free to grow” means that a
tree has a high probability of surviving, becoming vig-
orous, healthy, and dominant over competing vegeta-
tion. The larger the trees are in size, the fewer trees are
needed to satisfy the reforestation rules.

In general, the state forester considers a tree “free to
grow” if:

1. It’s not severely damaged by insects, disease, fire,
wildlife, weather, or logging;

2. It exhibits the potential for continued height
growth, consistent with the normal growth for the
species on similar sites;

3. Ithas atleast one-third of the tree height in full, live
crown; and

4. It’s taller than and out-competing any grass, shrubs,
or undesired trees.

2D6. Application review

The county assessor has the authority to approve or
deny the application for designated forestland.

Required elements. The first step in processing the
application is to make sure that the applicant has sup-
plied all the required details per ORS 321.358(3) or ORS
321.839(3). If there are details missing, the assessor
should contact the applicant to acquire the necessary
information. If the applicant fails to cooperate in pro-
viding the missing information, the application may be
denied.

Stocking standards. The assessor needs to determine
if the land under application meets the stocking and
species criteria of OAR 150-321-0340 or OAR 150-321-
0810. This determination could be verified by a stock-
ing survey supplied by the applicant, a field inspection
by the county staff, or qualified assistance assigned by
county staff. If it is determined that inadequate stock-
ing exists on the land under application, the county
staff should contact the applicant to request a writ-
ten plan to meet the requirements of OAR 150-321-
0340 paragraph three or OAR 150-321-0810 paragraph
three. With an approved written reforestation plan, the
application could be approved for the first tax year of a
timely filed application.

A guideline to use when reviewing a specially assessed
forestland parcel for compliance with stocking stan-
dards is whether or not the parcel has 80 percent of the
acreage meeting the tree stocking minimums. The par-
cel must:



1. Contain at least the minimum stocking required
for the site on 80 percent or more of the area, and

2. Not have more than 10 percent of the area contain-
ing less than one-half of the minimum stocking, up
to a maximum of 10 acres.

This language is in line with a forest practices rule OAR
629-600-0100 (27) defining “free to grow.” Within the
definition, “well distributed trees” are defined. Each
forestland acre can be considered a sub-unit in stock-
ing surveys. It is an appraisal decision depending on
the subject property under review as to the compliance
of stocking standards. It may not be practical to expect
100 percent of the property subject to a forestland appli-
cation to be in full compliance with stocking standards
throughout the course of a stand rotation.

Brush exists in stands of timber on forestland through-
out Oregon. Sometimes, the only vegetation that exists
on small areas within timber covered areas is brush.
These are considered isolated openings and would
qualify as forestland with the surrounding area. Gen-
erally, if the isolated areas are less than 2 acres, then
stocking standards wouldn’t be enforced to continue to
be considered forestland.

For land that is already specially assessed as forestland
in western Oregon, use the timeline described in ORS
321.367 for meeting the stocking requirements for the
forestland program. The time to meet the standards is
also referenced in Oregon Department of Forestry rules
629-023-0310 and 629-023-0320. These rules are written
in support of ORS 321.367.

Assessor judgment. ORS 321.358(4) and ORS 321.839(4)
state that the county assessor shall approve the applica-
tion for forestland designation if the assessor finds that
the land is properly classifiable as forestland. Examples
of items that are primary to the land being classified as
forestland are listed below:

* The land meets the minimum acreage requirement.

* The land meets the minimum stocking requirement.

¢ The land supports the acceptable, marketable species.

¢ There are no conditions, covenants, or restrictions that
prevent harvesting.

* The soil is capable of producing forest crops.

This list isnt all-inclusive. Other information could
contribute to the decision of determining whether or
not land is properly classifiable as forestland.

The determination of the land being properly classifi-
able as forestland is to be made with regard to all rel-
evant evidence and without any one or more items of
evidence necessarily being determinative. The assessor
must exercise appraisal judgment in reaching decisions
during the qualification process.

The county assessor shall not classify the land as for-
estland if the application states the land isn't being held
or used for the predominant purpose of growing and
harvesting trees of marketable species.

Forestland classification. In western Oregon, during
the qualification process, the county staff needs to check
the forestland classification maps that are provided by
the Oregon Department of Revenue. These maps are
sometimes referred to as “forties,” because they display

Table 2
Tree stocking requirements for designated forestland by productivity class,
site index, and Department of Revenue forestland class

Designated fqrestland Eastern
stocking requirements Western Western Oregon
Trees > Oregon Oregon ponderosa
Cubic foot Seedling Sapling 11” DBH | Department| Douglas-fir pine
productivity | stocking stocking basal area | of Revenue 50 year 100 year
Productivity | at M.A.L* (trees/ (trees/ (sq. ft/ forestland | site index** site index**
class (cubic feet) acre) acre) acre) classes (feet) (feet)
I >224 200 120 80 FA >145 > 156
I 165-224 200 120 80 FB, FC 116 to 145 130 to 155
I 120-164 200 120 80 FC,FD, FE 92 to 115 109 to 129
v 85-119 125 75 50 FE, FF 74 to 91 90 to 108
\Y% 50-84 125 75 50 FG <73 65 to 89
VI 20-49 100 60 40 <64
VII 0-19 Not considered forestland

*Culmination of the mean annual increment (M.A.L) of wood production for the predominant tree species on the

site.

**Site index is the height that a dominant or co-dominant tree will achieve in 50 years for Douglas-fir in western

Oregon and 100 years for ponderosa pine in eastern Oregon.
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the classifications by 40-acre grid by township and
range. Some forties display a split in forestland classi-
fication. Check the geographic description of the land
under application and determine the forestland classi-
fication from these maps. If no forestland classification
exists on the map grid for the subject property, contact
the Oregon Department of Revenue for a decision on
the assignment for the property. The statute reference
is ORS 321.348.

2E. Western Oregon specific qualification
factors

OAR 150-321-0350 (Acceptable uses of western Oregon
forestland) states, “Certain lands don’t support suf-
ficient minimum stocking of trees to qualify for des-
ignation as forestland. However, when use of these
lands supports desirable forestry management prac-
tices on surrounding lands to promote the state policy
of encouraging forestry, they may be designated as
forestland.”

Rock pits and adjacent rock storage areas can be deemed
forestland as long as certain conditions are met. The
conditions are:

1. The rock pit comprises less than 5 percent of the
total forestland of the owner in the area served by
the pit.

2. The rock from the pit is used on land defined as
forestland under ORS 321.257(2).

3. The rock produced from the pit isn't commercially
sold. It’s to be used on the forestland of the owner
of the pit. The rock isn’t to be traded to other forest-
land owners in the area for ‘in-kind” products to be
used at economically distant locations.

4. The forestland owner maintains appropriate records
to substantiate the use of the rock pit.

Forest roads are recognized as forestland under ORS
308.236. The definition of forest road includes fills, bal-
last, bridges, culverts, drains, and surfacing.

Under-stocked road and transmission line rights-of-
way or easements qualify as forestland when the fol-
lowing conditions are met:

1. Application for designation as forestland has been
submitted.

2. The easement or right-of-way area is adjacent to,
and an integral part of, the forest property of the
owner.

3. The lands would otherwise qualify for designation
if sufficient stocking of trees were permitted.

4. Not more than 20 percent of the forestland of the
owner is encumbered by easements.

ORS 321.257(2) says, “Forestland often contains isolated
openings which because of rock outcrops, river wash,
swamps, chemical conditions of the soil, brush and
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other like conditions prevent adequate stocking of such
openings for the production of trees of a marketable
species. If the openings in their natural state are neces-
sary to hold the surrounding forestland in forest use
through sound management practices, the openings
are deemed forestland.” When isolated openings, as
described in ORS 321.257(2) are classified as forestland,
use a forestland classification of FX. Forestland classifi-
cation is explained in detail in the valuation section of
this booklet.

2F. Eastern Oregon specific qualification
factors

The criteria for granting forestland status to certain
lands in eastern Oregon that don’t support sufficient
stocking requirements is slightly different than west-
ern Oregon. Under OAR 150-321-0810, roads, landings,
and rock pits used for forest roads may be designated
as forestland. Power line and gas line easements that
are not centrally assessed under ORS 308.505-308.665
or 308.805-308.820 may be designated as forestland.

A detail that is unique to eastern Oregon is described
in paragraph five of OAR 150-321-0810. “To qualify for
designation, the land must meet the minimum stocking
requirements of sections (2) or (3) of this rule. However,
when circumstances listed in section (4) of this rule
are present (under-stocked land), and at least 80 per-
cent of the total area applied for meets the minimum
stocking requirements, the total area of the application
will be assessed as designated forestland.” Section 4
says, “Certain lands don’t support sufficient stocking
requirements; however, when the use of these lands
supports sound management practices and the harvest
of forest crops on surrounding lands, these lands may
be designated as forestland;” examples are the roads,
landings, rock pits, and easements described earlier.

Reference: OAR 150-321-0770 “Definition of sound
management practices.”

This administrative rule defines “sound management
practices” of forestland in eastern Oregon. Sound man-
agement practices, in addition to growing trees, may
include, but are not limited to: range management,
fire protection, soil erosion control, stream protection,
cooperative wildlife management, and road access con-
trol. These practices may be present along with grow-
ing and harvesting timber, but they can't restrict the
number of trees to below the minimum stocking levels.

2G. Denial of application

The application for designation of land as forestland
shall be considered approved unless the assessor
notifies the applicant in writing that the application
is denied, within three months of when the applica-
tion was delivered to the assessor or prior to August



15, whichever is later. The denial may be for the total
application or for a portion of it. The denial for designa-
tion of forestland must be in writing and shall be sent
by the assessor to the applicant by certified mail. [ORS
321.358(5), OAR 150-321-0360, ORS 321.839(5) & OAR
150-321-0820].

2G1. Appeal process (for applicant)

An applicant, whose application has been denied in
whole or in part, may appeal to the Magistrate Division
of the Oregon Tax Court, within 90 days after he or she
knows of the action. [ORS 321.359(2) and ORS 321.842(2)]

The Oregon Tax Court is governed by ORS 305.404 to
305.560. See ORS 305.275 and 305.280 for more informa-
tion on who may file and appeal and when they may
file.

2H. County monitoring and maintenance

The county is responsible for monitoring lands that
have been approved as designated forestland.

It is recommended that the assessor set up a routine
schedule of contacting landowners or site inspection
to determine if the land continues to meet the mini-
mum stocking and species requirements. The asses-
sor should also monitor deeds and other documents as
they are recorded in the county to assist in monitoring
these properties.

ORS 321.359 directs the assessor to remove the spe-
cial assessment of designated forestland when certain
events occur [See ORS 321.359(1)(b)]. See “Disqualifica-
tion” chapter of this manual for detailed information.

2]. State forester responsibility

Upon qualification, ORS 321.367 places responsibility
upon the state forester to identify all of the forestlands
that fail to meet the minimum stocking requirements.
Typically, stewardship foresters provide assistance to
county assessors on these issues as requested when
workload permits. Stewardship foresters will assist
assessors when possible, but are usually not available
“on demand.”

Once a property is designated as forestland, the state
forester may review an owner’s management plan,
if any, and inspect the property if there is reason to
believe the land isn't being managed as forestland. The
state forester shall notify the owner of failure to comply
with a plan if the state forester determines the land isn't
being managed in accordance with a plan that provides
for:

® Regeneration of all suitable non-stocked land;
¢ Maintenance of free-to-grow condition;
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¢ Protection from fire, insects, disease, animal damage,
and undesirable vegetative competition; and
¢ Final harvest.

These provisions apply to the state forester. A plan
must be developed and activated that meets the criteria
within one year after notification of failure to comply.

After one year has elapsed, the state forester shall view
the land to determine if the land is being managed
in accordance with the plan. If the state forester finds
that the land isn't being managed, the owner and the
assessor shall be notified. Upon receiving the notice,
the assessor shall cease to treat the land as forestland.
The assessor isn’t required to wait a year; if the land
no longer qualifies for forest use special assessment,
the assessor may disqualify it upon discovery. There
is no provision as described here for the state forester’s
involvement in eastern Oregon.

The designation of land as forestland is transferable
from owner to owner. As a parcel of land is sold, the
special assessment of the land remains on the property.

2). Landowner responsibility

Lands designated as forestland become subject to the
Forest Practices Act rules and regulations. Landown-
ers should become acquainted with the forest practice
rules related to management of their property and the
location of the nearest state forestry office. Landown-
ers are required to apply for a notification of opera-
tions (permit) from the Department of Forestry prior
to conducting certain operations on the property (e.g.,
harvesting timber, pesticide applications, new road
construction). Landowners should be encouraged to
check with the local ODF forester prior to operations.
See Appendix C to learn about ODF’s E-Notification
system. See Appendix E to learn how to find a forester
in your area.

3. Small tract forestland program

The small tract forestland (STF) program became avail-
able July 1, 2004. Beginning on this date, all specially
assessed forestland was assessed at 100 percent of the
statutory values established under ORS 321.257 to ORS
321.390 (western Oregon) or ORS 321.805 to ORS 321.855
(eastern Oregon). The STF program is a special assess-
ment option for small woodland owners.

3A. Definitions

The STF program has some definitions that are specific
to the administration of the program. Some of these
definitions are listed in ORS 321.700.

Common ownership means one or more individuals
have direct ownership or ownership by a corporation,
partnership, association, or other entity in which an



individual owns a majority interest. OAR 150-321-0620
defines majority interest as an interest greater than 50
percent. Note: Majority interest doesn’t apply to indi-
viduals when determining common ownership. Any
ownership by an individual constitutes a common
ownership. Husband and wife own land as individu-
als, because each owns all of the land.

Contiguous means having a common boundary that is
greater than a single point.

Contiguous parcels means land that has a common
boundary that is greater than a single point. The land
includes parcels separated by public or county roads,
state highways, non-navigable streams, or non-navi-
gable rivers. (Contiguous parcels don’t include parcels
that are separated by an interstate highway, a navigable
stream or a navigable river, unless there is an under-
pass, a bridge or another direct access between the sep-
arated parcels.)

Land class means a forestland land classification based
on productivity in western Oregon as described in ORS
321.210.

Parcel means a quantity of land that is capable of being
described in a single description by a closed traverse as
one or more subsections or sections of a township, as
one or more lots, blocks r tracts in a subdivision, or as
one or more tax lots.

Person is defined under OAR 150-321-0730 as an indi-
vidual, a public or private corporation, a partnership, a
government, or a governmental instrumentality.

Transfer of ownership, Webster’s Dictionary defines
transfer as conveyance of right, title, or interest in real
or personal property from one person to another.

For the purpose of defining a sale or transfer under
ORS 321.716(1)(a), a sale or transfer occurs when an
instrument of conveyance such as a deed, a will, an
irrevocable trust, contract of sale, etc., is present. It is
any change in ownership interest. The following will
provide further information in decision making while
administering this program:

e A revocable trust is considered to be a transfer when
the trustor dies. An irrevocable trust is considered to
be a transfer when the trust is created.

¢ The satisfaction of a contract of sale isn’t considered
a transfer under ORS 321.716(1)(a). However, default
on a contract of sale is a transfer when the equitable
interest reverts back to the title holder.

e Husband and wife each own all of the land as
individuals.

¢ Husband and wife own property together. One of
them dies; the remaining spouse owns the property.
This isn’t a transfer.

® Husband and wife own property together and they
prepare a will, in which upon the death of one spouse,
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the interest in the land under the STF program is left
to a third party. This is a transfer.

¢ If a son, daughter, or anyone else is in a will, but is also
on the deed at the time of death, this isn’t a transfer.

3B. Qualification criteria
3B1. Applicant

The owner of the land that is the subject of the applica-
tion for the STF program must own or hold in common
ownership interest in at least 10 acres of Oregon for-
estland, but less than 5,000 acres of Oregon forestland.

An owner may submit a designated forestland and a
STF application after the disqualification from forest-
land special assessment following the recording of a
subdivision plat after meeting all of the criteria of ORS
321.716(2).

An owner may submit an application for designated for-
estland and an application for STF following a “change
in special assessment” under ORS 308A.706(1)(d).

An owner may submit an application for designated
forestland and an application for STF following a gov-
ernment exchange per ORS 308A.730(1).

¢ If the government exchange takes place prior to July
1, the owner shall file the application(s) on or before
August 1 of the current year.

¢ If the government exchange takes place on or after
July 1, the owner shall file the application(s) on or
before April 1 of the following year.

3B2.Land

The land that is the subject of the application must
constitute all forestland within a single tax lot and all
forestland within contiguous parcels owned or held in
common ownership by the owner [per ORS 321.709(1)
(bl

An owner may have specially assessed forestland acres
that are in the STF program and specially assessed acres
that are not STF as long as the acres are not contiguous.

The forestland that is the subject of an application
must meet minimal stocking and species requirements
applicable to forestland per OAR 150-321-0340, (western
Oregon) or OAR 150-321-0810, (eastern Oregon).

The land that is subject to an application must not have
been disqualified from STF assessment for any of the
five preceding tax years [per ORS 321.709(2)(d)].

Forested land, other than highest and best use forest-
land, must have an application for designation of land
as forestland before the STF option can be approved.



3C. Application for STF

The Department of Revenue provides the application
form, Application for Small Tract Forestland (150-309-001),
as required by ORS 150-321-706 (1). The application con-
tents are set by ORS 150-321.706 (2).

3C1.Due date

The application deadline is April 1 of the first assess-
ment year for which forestland is to be qualified as STF.
[ORS 321.706(3)(@)]

An owner may submit an application within 30 days of
the date of a notice of assessment of property as omit-
ted property. [ORS 321.706(3)(b)]

An owner may submit an application by December 15
for designated forestland under ORS 321.358(2) in west-
ern Oregon or ORS 321.815(2) in eastern Oregon and an
application for STF under ORS 321.706(3)(c) if the land is
changed from highest and best use forestland directly
to STF.

3C2. Required elements of the application

The law requires that applications be on forms pro-
vided by the Department of Revenue. The following
information (in italics) must be included on the applica-
tion per ORS 321.706(2):

1. Name and address of the forestland owner.

2. The taxpayer identification number (Social Security
number, or federal identification number) of the forest-
land owner. The Department of Revenue needs this
number to identify landowners who will be subject
to the severance tax upon harvest from STF lands.
If the applicant won’t submit a taxpayer identifica-
tion number, this in itself isn’t a reason to deny the
application. We will determine the needed identi-
fication number when a copy of the application is
received for processing.

3. Name of the county in which the property is located. An
application must be received in each county that
the landowner wishes to have land classified as
STFE.

4. A description of the property sufficient to identify the
location of the property. This could be done using
the property tax account number, or map/tax lot or
parcel number.

5. A statement describing the uses of the land.

6. Whether or not any portion of the property has been
platted under ORS chapter 92. After platting and
subsequent disqualification, the new parcels may
re-qualify for designation by application. This
information is just to alert the assessor to verify
that additional taxes have been paid prior to re-
qualifying the land as designated forestland.

7. The total acreage of Oregon forestland owned or held in
common ownership by the owner. This information is
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used to verify that the landowner meets the criteria
of owning between 10 and 4,999 acres of forestland
statewide.

8. A statement that the applicant is aware of the potential
tax liability that arises under ORS 308A.707 upon dis-
qualification of small tract forestland.

9. An affirmation that the statements contained in the
application are true.

3C3. Required signatures

It is important to emphasize that all individuals who
have an ownership interest in the forestland must sign
the application. Under constitutional principles, all
interest holders affected by a STF application must be
informed and agree to the details of the special assess-
ment. This includes all owners of contiguous parcels
involved in the application. It is the responsibility of the
assessor to assure the applicant obtains the required
signatures. Per OAR 150-321-0660, the following signa-
tures are acceptable by entity type:

¢ For an individual: That person or a person with the
power of attorney to represent the individual. Every
person who has an interest in the property must sign.

* For a partnership: A general partner designated by the
partnership as authorized to represent the partnership.

e For an S corporation: A shareholder designated by
the S corporation as authorized to represent the S
corporation.

e For an estate or trust: The trustee, executor, or other
authorized representative.

® For a C corporation: An officer of the corporation
authorized to represent the C corporation.

e For an LLC or LLP: A member designated by the LLC
or LLP as authorized to represent the LLC or LLP.

* A contract purchaser may sign if they have authority
to make the application under the terms of the con-
tract purchase.

3C4. Application after sale or transfer

The assessor shall issue a notice of intent to disqualify
within 15 months after the date of the sale or transfer.
[ORS 321.716(3)(a) and 321.719(1)]

If the sale or transfer of small tract forestland is to a
person who owns at least 10, but less than 5,000 acres
or more of forestland in Oregon, the sold or transferred
forestland may remain small tract forestland if:

1.  Within 30 days after the date the county assessor
issues a notice of intent to disqualify under ORS
321.716, the purchaser or transferee has applied for
continued qualification of STF;

2. The purchaser or transferee is otherwise eligible to
be an owner of STF, and

3. Any forestland owned or held in common own-
ership by the purchaser or transferee that is a



contiguous parcel to the purchased or transferred
forestland should be STF, or is subject to an applica-
tion for STF.

ORS 321.719(8) allows a purchaser or transferee of
small tract forestland to file an application for contin-
ued qualification after the 30-day period detailed in the
county notice if:

1. The application is filed on or before December 15
of the first tax year for which the forestland would
otherwise be disqualified from STF; and

2. The applicant pays a $200 late filing fee at the time
the application is filed.

The application for continued qualification must include
all of the details required on an original application
form. See Section 3C2.

The land shall automatically qualify for special assess-
ment as designated forestland unless the assessor
determines that the land doesn’t constitute forestland.
[ORS 321.716(3)(b)]

If the application for continued qualification is filed
prior to July 1 of the assessment year, the assessor will
process the application for the tax year beginning that
July 1. [ORS 321.719(4)(a)]

If the notice of intent to disqualify is issued on or after
June 1 of the assessment year, the assessor may not
disqualify the land as small tract forestland for the tax
year beginning July 1. The assessor shall process the
application for continued qualification for the tax year
beginning the next succeeding July 1. [ORS 321.719(4)

(b)]

3C5. Application review/processing

The application should be marked with the received
date.

The application is reviewed to verify that all required
sections of the form have been completed. If any
details are missing, the applicant is contacted to sup-
ply the needed information. The information needs
to be reviewed to verify that both the land and owner
qualify for the small tract forestland program per the
qualification criteria.

An owner may submit one application for all non-con-
tiguous parcels within the same county that they wish
to include in the STF program. All parcels with contig-
uous common ownership to each separate parcel must
be listed on the application. If an owner has forestland
in different counties and wishes to apply for the STF
program on all of it, then an application would be filed
in each county that the forestland exists.

An STF application is deemed approved unless, within
three months of the date the application was made or
before August 15 of the year the application was filed,
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whichever is later, the county assessor notifies the
applicant in writing that the application was wholly or
partially denied. ORS 321.706(6)

When an application is approved for the STF pro-
gram, the county assessor shall send a written notice
of the qualification and a copy of the application to
the Department of Revenue per ORS 321.706(8). Don’t
send denied applications or applications that haven’t
been processed to the point of approval. The Depart-
ment of Revenue recommends that application copies
and notices be grouped together along with a county
letterhead cover letter to assure that the information
from the county isn't misdirected. All April 1 applica-
tion copies are to be forwarded to the Department of
Revenue no later than September 1 of the same year.

Send all copies to:

Oregon Department of Revenue
Property Tax Division, Timber Unit
PO Box 14380

Salem OR 97309

ORS 321.719(4)(c) addresses the timing of approval with
the same language that applies to an original applica-
tion. The application will be deemed approved unless,
within three months of the date of the application or
before August 15 of the year of the application, which-
ever is later, the county assessor notifies the purchaser
or transferee in writing the application has been wholly
or partially denied.

3D. Appeal process

An applicant may appeal an application that has been
wholly or partially denied to the Oregon Tax Court,
Magistrate Division. It must be done within 90 days of
the knowledge of the denial. More information is found
in ORS 305.404 to ORS 305.560.

To appeal a denial of a small tract forestland application,
use the form on the Oregon Judicial Department website:
www.courts.oregon.gov/ Tax/Pages/forms.aspx. This is a
one-page complaint form with one page of instructions.
There is a $252 filing fee due at the time of filing.

3E. Applicant/ owner responsibilities

A forestland owner applying for the special assessment
as small tract forestland must accurately complete the
application form. The “declaration” portion of the appli-
cation holds the owner responsible for the accuracy of
all of the information on the form. It also acknowledges
the responsibility explained under ORS 321.712, which
requires any owner or interest holder in qualified STF
to send written notice to the assessor:

* When the owner acquires, either directly or through
common ownership, one or more tax lots that are



contiguous to STF owned or held in common owner-
ship by the owner;

* When the owner acquires additional forestland that
results in owning more than 5,000 acres of Oregon
forestland;

* When the owner sells STF that results in owning less
than 10 acres of Oregon forestland; or

® When there is a change in use of any portion of STF
that isn’t a forest use.

3F. County monitoring and maintenance

ORS 321.709(1) sets the authority and responsibil-
ity of property tax administrators to review specially
assessed small tract forestland each tax year. This point
is also made in ORS 321.709(2)(a) which states, “Whether
land qualifies for small tract forestland assessment
shall be determined as of January 1 of each assessment
year.” See the “Qualification criteria for the owner and
the land for small tract forestland” in this section and
referenced with ORS 321.709.

Another area that addresses the importance of monitor-
ing and maintaining the STF program is ORS 321.712(3).
It is the owners’ responsibility to notify the county of
acquisitions or sale of parcels that are contiguous to
STF land, acquisitions, or sales that affect the owners’
qualification in the program and a change of use of
any portion of STF property to a non-forest use. If the
owner fails to do so, the assessor may disqualify the
property from STF special assessment.

The following need to be sent to the Department of
Revenue: copies of written notices of qualification or
continued qualification to the owner, certain notices
submitted by the owner, and copies of approved appli-
cations of STF property.

This allows us to maintain a database of STF proper-
ties, which is necessary for the administration of the
severance tax associated with the STF program. This
severance tax is intended to recover the deferred tax on
the land when the assessed value is reduced from 100
percent of the specially assessed forestland values to
20 percent of that value. Note: the base value for the
20 percent maximum specially assessed value (MSAV)
was set by statute. More details are described in the
valuation section of this manual.

4, Valuation of certain forestland at
farm use value

This special assessment applies to land that meets
a very specific list of criteria. ORS 321.349 applies to
land that is changed from a farm use special assess-
ment under ORS 308A.050 to ORS 308A.128 to western
Oregon forestland under ORS 321.257 to ORS 321.390.
This is done at the election of the owner. The valuation
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won't be at the western Oregon forestland value. It will
be valued under ORS 308A.050 to ORS 308A.128.

4A. Qualification criteria

1. For forestland to qualify for special farm use
assessment valuation under ORS 308A.092, all of
the following conditions must be met:

a. The owner must request that the land be
changed from a farm use to forestland desig-
nation by filing a timely application with the
county assessor;

b. Trees must have been planted after October 15,
1983;

c. The owner must state the average age of timber
upon the land involved the application;

d. The average age of the timber on the land must
be less than 40 years;

e. The land must have been specially assessed
under ORS 308A.092 for at least 10 consecutive
years before the request for special assessment
as forestland;

f. The owner of land applying for this special
assessment may not own more than 2,000 acres
of forestland in western Oregon.

2. The Department of Revenue will design the appli-
cation forms for this program and distribute a copy
of the form to each county assessor for duplication
as needed.

5. Farm woodlot

Farm woodlot is forested land in an area that supports
natural vegetation and includes tree species. There are
no minimum stocking or species requirements associ-
ated with forested land under the farm woodlot special
assessment.

This is a farm use special assessment. The program is
explained in detail in Farm Use Manual, 150-303-422.
An owner of farm property may elect to place up to
20 acres of forested land in this farm use assessment.
ORS 308A.056 (3)(h) states “For the purposes of this
section, land is currently employed for farm use if the
land is any land constituting a woodlot, not to exceed
20 acres, contiguous to and owned by the owner of land
specially valued for farm use even if the land constitut-
ing the woodlot isn’t utilized in conjunction with farm
use.”

Farm woodlots that would otherwise meet the quali-
fication for forestland special assessment are not

required to be assessed as forestland.

6. Notation of assessment and tax roll
ORS 321.362 for western Oregon



OAR 150-321-0790 for eastern Oregon
ORS 321.709(3) for small tract forestland

The assessment and tax roll shall show the notation
“Forestland—potential additional tax liability” for
each parcel of land designated as forestland or STF by
the county assessor. This notation shall not be made on
the assessment and tax roll for parcels of highest and
best use forestland.
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Valuation

1. Background information

1A. 2001 Legislative declaration

The 2001 Legislature declared that the best way to
achieve an accurate assessment of forestland is to deter-
mine forestland values annually. It also initiated the
use of valuation models for western and eastern Ore-
gon. The models consider forestland sales, stumpage
values, immediate harvest values, log prices, and other
reasonable factors that promote real market analysis for
forestland.

1B. Forestland valuation process
beginning 2003

Legislation changed the forestland valuation process
beginning in 2003. This legislation incorporated the
constitutional protections of Measure 50 to forestland.
Measure 50 set a “maximum assessed value” (MAV) on
properties. The base for the 1997-98 tax year was set
by reducing the 1995-96 values by 10 percent. Future
taxable values were limited to 3 percent annual growth
with some exceptions. Taxes are paid on the lesser of
the real market value (RMV) or the MAV.

1C. Forestland appraisal now

Each year the Department of Revenue gathers, verifies,
and analyzes forestland sales. This information is used
to set the value of forestland. Values are produced for
western Oregon forestland classes FA, FB, FC, FD, FE,
FE, FG and FX. A value is also produced for forestland
in eastern Oregon (eastern Oregon doesn’t have forest-
land classes).

On or before April 1, the department must give notice
of the proposed specially assessed values of forestland
to county assessors and associations, trade organiza-
tions, people that represent forestland owners, and any
person that makes a written request for a notice. The
notice must include:

a. The proposed values,

b. A description of the valuation model used in deter-
mining the values,

c. A summary of the market data used, and

d. The date, time, and location of the public hearing

on the proposed values.

The public hearing is usually set during the week fol-
lowing April 15. In accordance with public meeting law,
any member of the public may provide written com-
ments or testify at the hearing. Written comments must
be submitted on or before May 1. The department will
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consider testimony and comments prior to certifying
the specially assessed values to the county assessors.

Certified values are sent to county assessors on or
before June 1 of each year. These values represent the
real market value, as of the assessment date for each tax
year, of ‘highest and best use’ forestland in each land
class and the specially assessed value of designated
forestland.

2. Values on specially assessed
properties

The counties must maintain an array of values on spe-
cially assessed properties. These values include:

* Real market value.

* Assessed value.

* Maximum assessed value.

* Specially assessed value.

* Maximum specially assessed value.

* The homesite real market value and the homesite
specially assessed value.

* The improvement real market value.

¢ The maximum assessed value for the property account.

* The assessed value for the account.

2A. Real market value (RMV)

For all property, the assessor develops RMV based on
the property’s highest and best use. ORS 308.205 defines
RMYV of a property as the amount in cash that could rea-
sonably be expected to be paid by an informed buyer to
an informed seller, each acting without compulsion in
an arm’s length transaction occurring as of the assess-
ment date for the tax year as established by law.

2B. Assessed value (AV)

Assessed value is the value used to multiply by the tax
rate to calculate the taxes owing on property. Measure
50 (1997) requires that a property be assessed at the
lesser of the property’s RMV or maximum assessed
value (MAV) unless the property is specially assessed.
Under special assessment, the value used is the lesser
of the specially assessed value (SAV) or the maximum
specially assessed value (MSAV).

2C. Maximum assessed value (MAV)

Measure 50 established MAV in 1997. The initial calcu-
lation of the MAV was done for the 1997-98 tax year.
The purpose was to set a base for future tax limitations.
The first MAV calculation used 90 percent of the 1995—
96 assessed value as the assessed value for the 1997-98



tax year. In addition to lowering value, Measure 50 also
set a limitation on how much the assessed value can
increase for a property each year. The maximum is 3
percent per year.

The MAV is equal to the prior year assessed value
times 103 percent or the prior year MAV, whichever is
greater. There are exceptions to this limitation. Excep-
tions include new construction, major additions, subdi-
visions, and disqualification from special assessment.

2D. Specially assessed value (SAV)
(ORS 321.216)

SAV is the real market value of highest and best use
forestland as determined by the Department of Rev-
enue. Forested land may qualify for special assessment
as forestland under four programs: western Oregon
forestland, eastern Oregon forestland, designated for-
estland, and small tract forestland. SAV is also applied
to farm woodlot and certain forestland under farm use
using an income approach. Each program has specific
conditions and characteristics that make them unique.
Appraisers should become familiar with the types of
forested land within their county and apply the correct
assessment value for each program.

2D1. Special assessment of western Oregon forestland
(ORS 321.257 to ORS 321.390)

Western Oregon includes 19 counties: Benton, Clackamas,
Clatsop, Columbia, Coos, Curry, Douglas, Hood River, Jack-
son, Josephine, Lane, Lincoln, Linn, Marion, Multnomah,
Polk, Tillamook, Washington, and Yamhill.

ORS 321.201 to 321.222 specifies the valuation proce-
dures for this program (see Section 1C, “Forestland
appraisal now”). ORS 321.348 directs the Oregon
Department of Revenue to assign land classes to forest-
land. Land classes are defined in ORS 321.257. There are
eight classes of forestland in western Oregon: FA, FB,
FC, FD, FE, FF, FG, and FX. The class with the highest
value is FA and the lowest value is FX. Department of
Revenue foresters have assigned the productive capac-
ity of most forestland and labeled the land class by
40-acre grid within each section.

2D1(a). Western Oregon forestland classes

Foresters and the timber industry use site classes I, 1I,
III, IV, and V as a standard for labeling site produc-
tivity. The site index relationships are based on tree
heights and age. The 100-year index is based on Techni-
cal Bulletin No. 201, a USDA publication entitled The
Yield of Douglas-fir in the Pacific Northwest first published
in October 1930. The 50-year index is based on a timber
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industry publication in July of 1966 titled Site Index
Curves for Douglas-fir in the Pacific Northwest by James
E. King. These references are included in OAR 150-321-
0210. The department also considers topographical fea-
tures, vegetation, and soil types to help determine the
productivity of the land and assign the land classes.

The FX classification on western Oregon forestland
applies when conditions are present on land that causes
the site classification to be at a level below site V pro-
ductivity. FX is the lowest value per acre of 8 forestland
productivity levels in western Oregon, see OAR 150-
321-0210. There are conditions of land that are described
in the definition of isolated openings such as rock out-
crops, river wash, swamps and chemical conditions of
the soil, that will also qualify the land to be classified
as FX. The FX classification is also applied to sites that
would normally allow forest growth but restrict trees
from reaching maturity because of a power line or
other utility right-of-way passing though the owner-
ship. The width of the right-of-way would need to be
wide enough to prevent typical forest tree growth from
occurring before using the FX class.

The determination to use the FX classification or “iso-
lated openings” for these conditions is based on the
size of the area. There is no upper limit to the acreage
for which the FX classification may apply. The factor
that limits using this classification on an area is the
appraisal decision that the area isn’t in support of the
surrounding forestland. A guideline has been used that
sets a minimum of 2 acres to separate FX land from the
surrounding forestland. If the low productivity area is
less than 2 acres it is considered an isolated opening
and is classified as forestland at the same productivity
as the surrounding area.

Table 3 shows four measurements of site quality and
the relationship between the measurements. Profes-
sional foresters have used the 100-year and the 50-year
site index as industry standards to evaluate productiv-
ity in the Douglas-fir region of the Pacific Northwest.

The table is intended to show the relationship between
the forestland classification and site indices as speci-
fied under OAR 150-321-0210. It is the responsibility of
the Oregon Department of Revenue to determine the
site index from sample data in the field for determina-
tion of forestland class.



Table 3
Relationship between 100-year/50-year Douglas-fir
site index table and Department of Revenue forestland classes

Department of
100-year site index 50-year site index Site Revenue
(McArdle 1949) (King 1966) class forestland class
From To From To

205 & above 152 & above I+
195 204 145 151 I FA
186 194 139 144 I-
175 185 131 138 I+ B
165 174 124 130 II
156 164 118 123 1I- FC
145 155 110 117 I+
135 144 102 109 III FD
126 134 96 101 I1I- FE
115 125 89 95 IV+
105 114 81 88 v FF
96 104 74 80 IV-
85 95 67 73 V+
75 84 59 66 \Y FG
65 74 50 58 V-

below 65 below 50 FX

2D1(b). Redetermination of forestland land classes

Land class assigned to forestland may be reviewed
upon request of the landowner. The landowner must
submit a request in writing to the Department of Rev-
enue. Detailed information must be submitted with the
request as described in OAR 150-321-0300. This infor-
mation includes, but isn’t limited to:

¢ Third party evaluation.

* Soil survey details.

¢ Aerial photo and/or a contour map.

* A narrative that describes geographic characteristics
that influence site.

¢ Identify the property:

1. County name.

2. Tax account number.

3. Legal description.

4. Total forestland acres owned.

5. Describe the physical location and number of for-

estland acres that are to be reviewed.

The Department of Revenue must receive the request
by April 1 for any change in land class to reflect on the
tax roll for the tax year beginning the following July 1.
If the department receives the request after April 1, any
resulting change will take effect in the tax year begin-
ning July 1 of the following year. The department will
send a written notice of the decision to the owner. Any
change of the land class will be certified to the county
assessor for processing prior to July 15 of the tax year
for which the review decision first applies. Decisions
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may be appealed to the Magistrate Division of the Ore-
gon Tax Court per ORS 305.275.

2D1(c). Producing western Oregon forestland values

The Oregon Department of Revenue computes and
produces the forestland values for western Oregon
counties annually. Forestland sales are collected each
year from county assessors’ sales databases and other
sources that become available. Any sales that have
occurred since the previous year’s collection can be
included in the analysis. The information gathered is
used to allocate values to the components of the sale.
The goal is to determine the bare land value for each
forestland productivity class.

Forestland sales used in the valuation process must
meet a specific set of criteria for inclusion in the valua-
tion study. These sales must be:

* Of “highest and best use” forestland.

¢ Within the appraisal time period.

* An arm’s-length transaction.

* Of monetary consideration, (cash or a financing
method standard to the real estate market).

Data is collected on sales that meet the criteria and
appear to represent a market value of forestland. This
data includes:

* A copy of the deed.

* A map of the property.

* An aerial photo of the property.
* Zoning information.



* A copy of a completed county sales questionnaire, if
available.

® A copy of the county assessment information on all
accounts.

* A Department of Revenue questionnaire detailing spe-
cific information of the sale.

We send a questionnaire to the purchaser to verify
details about the transaction. Our questionnaires
for forestland sales ask the buyer to detail the mon-
etary allocation that they assigned to each compo-
nent involved in the sale. These components typically
consist of the land, immature timber, mature timber,
improvements, and other allocations. Our question-
naire also asks the buyer to verify that the property
was purchased strictly for forestland use and if there
were other considerations involved in the transaction.
If a completed questionnaire isn't submitted, it will be
followed-up with a phone call. If the needed informa-
tion is unavailable from the purchaser, then the seller
is contacted. All information individual purchasers or
sellers of forestland provide is considered confidential
and is covered by disclosure statutes and rules. A field
inspection of the property may be necessary to clarify
details of the sale.

A copy of our questionnaire is included in Appendix D.

Details of this data gathering may determine that the
sale doesn’t meet the criteria of a usable sale. Exam-
ples of forestland sales that may be excluded from the
analysis include properties with mixed uses or proper-
ties where a homesite and improvements dominate the
sale value. For the sale to be included in the analysis,
purchasers of forestland properties must affirm in our
questionnaire that their intent is to grow and harvest
trees on the recently purchased property.

The results from the market study are entered into a
database which houses the data on all useable sales.
The data are further analyzed to develop the values for
each forestland class using a specific valuation process
developed by the Department of Revenue. A detailed
description of this process can be found in OAR 150-
321-0200. The western Oregon forestland values are
reviewed to apply Measure 50 limitations. This deter-
mines the preliminary values as of April 1 of each year.

Proposed forestland values are sent to the county
assessors on or before April 1 or each year. Public testi-
mony and comments are considered prior to the adop-
tion of final values. The final values are produced on
or before June 1 of each year to be used for the next tax
year beginning July 1.
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2D2. Special assessment of eastern Oregon forestland
(ORS 321.805 to ORS 321.855)

Eastern Oregon includes 17 counties: Baker, Crook,
Deschutes, Gilliam, Grant, Harney, Jefferson, Klamath, Lake,
Malheur, Morrow, Sherman, Umatilla, Union, Wallowa,
Wasco, and Wheeler.

Unlike western Oregon, there is no forestland site clas-
sification and all forestland is assessed at the same
value in eastern Oregon. The exception to this is those
properties assessed as small tract forestland (STF).

The process of determining eastern Oregon forestland
values is the same as the market analysis described for
western Oregon above. See OAR 150-321-0200 for lan-
guage that specifically addresses the economic model-
ing process and the role of the model.

2D3. Small tract forestland (STF)
(ORS 321.700 to ORS 321.754)

The valuation of land in the STF program is based on 20
percent of the results of the forestland programs, spe-
cific to western and eastern Oregon (ORS 321.722).

ORS 321.722 (2003 version) provided the assessed value
per acre of small tract forestland for tax year beginning
July 1,2004. This was the lesser of 20 percent of the spe-
cially assessed value (SAV) of forestland or the value as
follows:

Land class Value per acre
FA $92
FB $73
FC $61
FD $52
FE $34
FF $25
FG $10
FX $1
Eastern Oregon $10

These values are the “maximum specially assessed
value (MSAV). This term is explained later in this chap-
ter. The MSAV is limited to increasing a maximum of 3
percent per year [ORS 321.722(2)].

County appraisers should be aware that the MSAV for
forestland and the small tract forestland option are
adjusted independently of each other from the Mea-
sure 50 limitations. The MSAV for STF properties isn't
exactly 20 percent of the MSAV for forestland proper-
ties in a given year. The MSAV for both programs is
adjusted separately from the base value using a formula
that doesn’t increase the value by more than 3 percent
in a given year. This requirement leads to a practice
of “rounding down” the MSAV each year so as not to
exceed this 3 percent limitation. Assessors shouldn’t
try to “calculate” the MSAV for STF properties, but use
the MSAV values we produce.



2DA4. Valuation of certain forested land at a farm use
value (ORS 321.349)

This applies only to forestland in western Oregon.

The farm use value for agricultural land qualified for
this special assessment must be based on land class
irrespective of any vegetation cover. (OAR 150-321-0310)

The process for this farm use valuation of these forest
landsis described under ORS 308A.092. The value deter-
mined is based on an income approach. The Depart-
ment of Revenue annually determines and certifies a
capitalization rate to the county assessor. It is based on
the rate of interest charged in Oregon by the Federal
Farm Credit Bank system at the time of closing for farm
properties. This certified rate will include a component
for local taxes. The county assessors develop per-acre
tables for each assessment year for each class and area
for farm use valuation.

Values for farm use are determined on the basis of
highest and best agricultural use, regardless of how
the land is currently used and employed in agriculture.
[OAR 150-308-1080(2)]

Refer to, Farm Use Manual, 150-303-422. The information
can be found in the valuation section of the publication.

2D5. Farm woodlot [ORS 308A.056 (3)(h)]

Under ORS 308A.056(3) woodlots are treated as if the
land is currently employed for farm use. Farm use is
defined under ORS 308A.056(1). The values for farm
use of farmland land shall be determined utilizing
an income approach per acre, by agricultural land
class and area (ORS 308A.092). To determine farm use
value, look to the highest and best qualifying farmland
uses defined under ORS 308A.056(1). Farm woodlothas
a requirement that a maximum of 20 acres be allowed
to receive farm use special assessment. The woodlot
must be contiguous to and owned by the owner of the
land specially valued for farm use.

See Farm Use Manual for more information.

2E. Maximum specially assessed value (MSAV)

MSAYV is defined as a constitutional limitation on the
taxable value of specially assessed property such as
farm land or forestland. This value only relates to the
specially assessed portion of a tax lot. It was first calcu-
lated for the 1997-98 tax year. It was calculated by using
90 percent of the 1995-96 specially assessed value.
The specially assessed value is limited to a 3 percent
increase for subsequent tax years.

The owners of 5,000 acres or more of forestland had the
MSAV set in statute beginning 2003-04 tax year in the
notes section of the 2001 edition of ORS 321.354. The
owners of less than 5,000 acres of forestland had the

150-303-424 (Rev. 04-17)

3-7

MSAV set in statute beginning 2004-05 tax year in the
notes section of the 2003 edition of ORS 321.722.

It is possible that a market study determines that the
SAV of highest and best use forestland is below last
year’s MSAV. In that event, the MSAV wouldn't drop,
but the SAV derived from the market study becomes
the assessed value. If, in the following year, the market
study shows values that return to a level in excess of 3
percent from the previous year, then the values are lim-
ited to the MSAV established two years previous. The
MSAV would again be limited by 3 percent for future
value increases. The assessed value from one year to
the next could possibly change more than 3 percent in
this example.

3. Forest use mass appraisal
procedures

The basic steps in the mass appraisal of properties that
qualify for forest use special assessment include:

1. Classify the land.

2. Apply certified values by land class.

3. Compute values of the homesite and on-site
improvements.

4. Complete the valuation land card.

5. Record the dwelling information on a “residential

appraisal” card in the same way for any residential
appraisal.

On all specially assessed forest land accounts, the value
of on-site developments (OSD) are included as part of
the land value and will be listed as a separate item on
the land record. [OAR 150-307-0010(2)(a)(B)]

4, Appeals

4A. Specially assessed forestland, ORS
321.219

Each year the Department of Revenue determines
and certifies the per acre specially assessed values of
forestland. The certified values are set on or before
June 1 of the assessment year. Following certification,
but before July 1 of the tax year, five or more owners
owning in aggregate not less than 5 percent of the
total forestland in a land market area may appeal
any or all of the certified specially assessed values.
For forestland valuation, eastern Oregon is a market
area and western Oregon is a market area. Appeals
are made to the Oregon Tax Court. Public notice of
the appeal shall be made in each county having spe-
cially assessed values affected by the appeal. See
ORS 321.219.



4B. Jurisdiction of the board of property tax
appeals (BOPTA), ORS 321.222

Any appeal of forestland value that doesn'’t involve an
appeal of a specially assessed value certified under
ORS 321.216 shall be made to the board of property tax
appeals. The action will be done as prescribed under
ORS 309.100 (appeals of value by the county boards of
property tax appeals).

BOPTA has the authority to:

e Hear appeals on the real market values (RMV) and
maximum assessed values (MAV) the counties develop
for all specially assessed lands.
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* Hear appeals on the SAV of a specially assessed for-
est homesite.

* Hear appeals for designated and highest and best use
forestland involving inaccurate acreage. (Note: the

board can’t qualify new acres for special assessment.)
BOPTA doesn’t have the authority to:

* Hear appeals of the special assessment qualification.

* Reduce the certified per acre specially assessed value
(SAV) or the maximum specially assessed values
(MSAV).
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Disqualification chapter

1. Before you disqualify

Process each disqualification with the understand-
ing that the action can be appealed. It is very impor-
tant to select the correct statutory reason and to follow
the appropriate procedures for disqualification. You
will need to be prepared to defend the action in court.
Failure to cite the correct statute for disqualification
could render the disqualification invalid (See Appen-
dix F, “Smith v. Department of Revenue and Marion
County.”) The objective is to provide accurate adminis-
tration of the special assessment programs.

2. Declassification of “highest and best
use” forestland

Land in eastern and western Oregon that is assessed
as “highest and best use” (H&BU) forestland will be
declassified from that assessment when:

1. The “highest and best use” is no longer forestland,
or

2. The owner is granted a tentative approval for a non-
farm dwelling and requests the assessor to declas-
sify the land under ORS 215.236.

Lack of acceptable forest use or intent doesn’t cause
declassification of “highest and best use” forestland.
Market studies of the trends of like properties in the
area will guide an appraiser to a decision on the proper
property classification to use on a property. Stocking
standards don’t apply to “highest and best use” forest-
land. If the stocking level of H&BU forestland is less
than the minimum level used on designated forestland,
this doesn’t cause a declassification action to occur. A
court case that addresses H&BU forestland is Tollefson
v. Department of Revenue 1979. (See Appendix F)

Once the appraisal decision has been made that land no
longer meets the criteria of “highest and best use” for-
estland, then a declassification action must happen on
the property. OAR 150-308-0310 directs the appraiser to
the definitions for the property classification system.
This lists the options an appraiser can use to place the
property into another classification. The classifications
are intended to be used on a statewide basis and not
vary from county to county. All classifications must be
based upon the “highest and best use” of the land.

ORS 215.236 specifically speaks to removing the special
assessment on “...the lot or parcel upon which the dwell-
ing is proposed...” upon declassification of highest and
best use (H&BU) forestland due to establishing a non-
farm dwelling. Some planning departments create a
partition prior to the establishment of the homesite. If
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this is done, declassify only the H&BU forestland that
is on that parcel. Example: if a 40-acre parcel is to have
a homesite and the process of creating the homesite
doesn't partition the homesite area, declassify all of the
H&BU forestland on the entire 40 acres. If a partition of
the homesite occurs, declassify all of the H&BU forest-
land on the homesite parcel. It could be 1 acre, 2 acres, 5
acres, or whatever the size of the partition when deter-
mining the number of acres to declassify.

There is no additional tax calculated or posted when
highest and best use forestland is declassified. The spe-
cially assessed value (SAV) for the property is the real
market value for “highest and best use” forestland.

A notification is required for declassification of “high-
est and best use” forestland per ORS 308A.718(2). If
the change in assessment results in a value other than
“highest and best use” forestland, the taxpayer may
submit an application for designated forestland under
ORS 321.358(2) (western Oregon) or ORS 321.839(2)
(eastern Oregon) no later than December 15 for the
assessment year.

3. Specially assessed forestland
disqualification
3A. Disqualification of designated forestland

References: Designated Forestland, ORS 321.359 (west-
ern Oregon), ORS 321.842 (eastern Oregon).

The primary reason for disqualification of designated
forestland involves the land no longer being held or
used for the predominant purpose of growing and har-
vesting trees. It doesn’t matter who manages the land
as long as the predominant purpose of growing and
harvesting trees is maintained. An owner of land can
choose to allow another entity to use or lease the land.
The land will still qualify for the special assessment.
An owner can engage in incidental non-forest uses as
long as the predominant purpose and forest use isn't
compromised.

A portion of a qualified designated forestland property
may remain qualified if the balance of the property
meets the criteria for disqualification.

3A1. Reasons for disqualification

Designated forestland becomes disqualified if:

1. The assessor discovers that the land is no longer
forestland:

A. Change to a non-forestland use. This occurs
when the predominant purpose of the land is



no longer the growing and harvesting trees (See
2B, “Predominant purpose” in the “Qualifica-
tion” chapter).

Designated forestland is disqualified if the
use is changed to a use other than a forest use
as defined by ORS 321.257 and ORS 321.805.
Removing stumps after a harvest of forest-
land acreage is an indication that a change of
use may soon occur. The land may qualify for
another special assessment. This qualification
to another special assessment (referred to as
a “rollover”) is supported by ORS 308A.706(1)
(d) and ORS 308A.724(2). See Appendix G for
“Counter questions” about “rollover” discus-
sions with landowners.

. The land no longer meets stocking and spe-
cies requirements. By the end of the sixth full
calendar year after harvesting, the landowner
must have established “free-to-grow” trees that
meet or exceed the minimum stocking level
established by OAR 629-610-0020 (Oregon forest
practice rules). The reference for this time period
is OAR 629-610-0040. For lands that haven’t had
a recent harvest, there is specific language that
addresses how to handle properties identified
with stocking levels below minimum. In west-
ern Oregon, the statute reference is ORS 321.367.
The time allowed for advising a landowner of
their responsibility and expecting implementa-
tion of a reforestation plan is one year. If there is
no compliance after that time, the statute states
that upon receiving written notice from the
State Forestry Department, the county assessor
should proceed with a disqualification action.
Because the statutes lack this specific language
for eastern Oregon, it is recommended to use
the same time frame to expect the landowner
to implement a reforestation plan upon discov-
ery of under-stocked designated forestland. See
OAR 150-321-0340 for western Oregon and OAR
150-321-0810 for eastern Oregon.

If forestland acreage qualified for the desig-
nated forestland program due to a reforestation
plan, it is important to monitor the activity on
the land for compliance with the administrative
rules stated above. A minimum of 20 percent
of the area, but not less than 2 acres, must be
planted by December 31 of the first assessment
year. Each additional year after the first year, at
least 20 percent of the area must be planted. At
the end of the fifth year, 100 percent of the area
must be planted. If the county assessor discov-
ers that the landowner didn’t complete the plan
to plant as scheduled, the assessor may dis-
qualify all of the acres that are below stocking
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minimums. The rule does state that the assessor
may grant extensions to fulfill planting require-
ments if the loss of planted stock occurs due to
conditions beyond the control of the landowner.

2. The owner notifies the assessor to remove the spe-
cial assessment. An owner may request to remove
the designated forestland special assessment even if
the land continues to qualify for the program. An
example is when an owner is refinancing their prop-
erty and the lender requires removal of the special
assessment. Another example is when the owner
applies for a non-farm dwelling under ORS 215.236.
It is required under this statute that the special
assessment not be in place before approval would be
granted for the home site. See ORS 321.359(1)(b)(A)
(western Oregon) and ORS 321.842(1)(b)(A) (eastern
Oregon) for the disqualification action due to owner
request regarding designated forestland.

3. The land is sold or transferred to an owner mak-
ing it exempt from property taxes. The reference
for designated forestland is ORS 321.359(1)(b)(B)
(western Oregon) and ORS 321.842(1)(b)(B) (eastern
Oregon). Examples of owners that are exempt from
property taxes are United States, state, counties, cit-
ies, school districts, ports, and other municipal cor-
porations. A state highway right-of-way may expand
and acquire forestland for a road improvement proj-
ect. A county may acquire forestland adjacent to an
existing county forest to improve management effi-
ciency or access.

4. A subdivision plat is recorded under ORS chap-
ter 92. This disqualification action is supported by
ORS 321.359(1)(b)(D) for western Oregon and ORS
321.842(1)(b)(D) for eastern Oregon. This action
divides the land into four or more parcels within a
calendar year, and the plat is recorded. Once land
has been platted, disqualified, and additional taxes
paid, any new account may re-qualify for designated
forestland by application.

5. Land that is specially assessed as forestland in
Oregon may qualify for the riparian habitat exemp-
tion program upon application and approval of the
application per ORS 308A.356 and ORS 308A.359.
This action would result in the disqualification of
western Oregon designated forestland and eastern
Oregon designated forestland. The reference for this
program is ORS 308A.350 through ORS 308A.383.

3A2. Timing of disqualification

Disqualification “occurs” when the change is made to
the assessment roll (See Appendix F for “August 26,
2002 Attorney General Opinion and Oregon Tax Court
case Meeks v. DOR.”)



Disqualifications that occur between January 1 and
June 30 become effective as of January 1 of the current
assessment year and therefore for the tax year begin-
ning that July 1.

Disqualifications that occur between July 1 and Decem-
ber 31 become effective as of January 1 of the next
assessment year, and therefore for the tax year begin-
ning the following July 1.

However, if the disqualification is due to the land
no longer being forestland, the disqualification can
occur at any time, but is effective only if the notice of
disqualification is mailed and the tax roll is changed
on or before August 14 of the tax year for which the
disqualification is asserted. (ORS 321.366, 321.845)

The status of specially assessed property for each tax
year is effective as of July 1 of each year. The assessor
must disqualify designated forestland with changes
to the assessment roll on or before June 30 prior to the
beginning of the tax year. The assessor must notify the
taxpayer in writing within 30 days of the disqualifica-
tion and state the reason for the disqualification [ORS
308A.718(3)]. See section 3A(1) for “Disqualification rea-
sons.” The notice shall also include information about
the option to place the land into another special assess-
ment [ORS 308A.718(5)()(C)]. If the owner wishes to
move the land to another special assessment, then the
owner must submit an application within 30 days of the
date of the notice of disqualification [ORS 308A.724(3)].

After receiving the notice, the taxpayer may appeal the
assessor’s action to the Magistrate Division of the Ore-
gon Tax Court within 90 days [ORS 308A.718(4)].

3B. Disqualification of small tract
forestland (STF)

3B1. Reasons for disqualification

1. The county assessor shall disqualify small tract for-
estland for the following reasons per ORS 321.716:

a. Sale or transfer of small tract forestland.

b. Discovery by the assessor that the land is no
longer forestland. Predominant purpose of
growing and harvesting trees of a marketable
species is a central issue of the definition of for-
estland in the small tract forestland program.
If the predominant purpose changes, this could
be a reason to conclude that the land is no lon-
ger forestland. (See 2B, “Predominant purpose”
in the “Qualification” chapter).

The owner of STF property owns or holds in
common ownership more than 5,000 acres of
Oregon forestland.
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d. The owner of STF property owns or holds in
common ownership less than 10 acres of Ore-
gon forestland.

The county assessor receives written notice
from the State Forestry Department that the
land no longer meets the stocking and species
requirements applicable to STF under rules
adopted by the Department of Revenue.

f. The land qualifies for another special assess-
ment listed in ORS 308A.706(1)d A, B, F or G. Or,
The recording of a subdivision plat under chap-
ter 92 that subdivides the land.

. The assessor may disqualify land from STF if the
owner didn’t supply written notification as required
by ORS 321.712(3) when the owner acquires, either
directly or through common ownership, one or more
tax lots that are contiguous to the STF owned or held
in common ownership by the owner.

Small tract forestland is disqualified when the land
qualifies for the riparian habitat exemption program.
The reference for this program is ORS 308A.350
through ORS 308A.383.

An STF owner notifies the assessor to remove the
special assessment. The only situation when an STF
owner can request removal of the special assessment
is when the owner applies for a non-farm dwelling
under ORS 215.236. Before approval is granted for
the home site, the land must be disqualified from
special assessment.

3B2. Timing of disqualification

The assessor has 15 months to discover a sale or trans-
fer of STF property. The assessor must send the owner
a letter stating the intent to disqualify and give the
owner 30 days to respond. The disqualified land will
automatically be placed in the designated forestland
special assessment if the land qualifies. The statute ref-
erence is ORS 321.716(3).

The timing discussed in section 3A2 of this chapter is
the same for the small tract forestland program.

4. Other forest related disqualifications

4A. Exchanges of specially assessed
forestland with governmental entities
ORS 308A.730

When forestland is exchanged with a government
entity, a disqualification action is initiated. If the land
acquired by a government agency or body is specially
valued under farm statutes (ORS 308A.062 or 308A.068),
forest statutes (western, ORS 321.257 to 321.390; eastern
ORS 321.805 to 321.855; or small tract, ORS 321.700 to
321.754) and the land acquired from the government



isn't farmland in an EFU zone or “highest and best use”
forestland, the owner shall make application for special
valuation as farm or forest. See the “Special provisions”
chapter for more information on this topic.

5. Notification of disqualification

There are specific statutory requirements regard-
ing the information that must be sent to a landowner
when land is disqualified from special assessment. See
Appendix H for “Disqualification notification proce-
dures.” This appendix addresses disqualification from
both farm and forest special assessment and includes
sample letters that show the statutory required and
suggested language to use in the notification process.

6. Appeals

Reference ORS 321.359(2) for western Oregon forest-
land, ORS 321.842(2) for eastern Oregon forestland, and
ORS 321.706(7) for small tract forestland Option.

These statute references describe the process that a
landowner uses to appeal the denial of all or part of an
application.

Appeals are to the Oregon Tax Court in the time and
manner provided by ORS 305.404 to 305.560
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ORS 305.275 states that any person may appeal to the
magistrate division of the Oregon Tax Court if the per-
son is aggrieved by and affected by an act, omission,
order, or determination of:

a. The Department of Revenue.

b. County board of property tax appeals.

c. A county assessor (including, but not limited to the
denial of a special assessment).

d. A tax collector.

The appeal must be filed with:

Oregon Tax Court
Magistrate Division
1163 State Street
Salem OR 97301

The appeal must be filed within 90 days after the act,
omission, or determination becomes known to the
person. This means the person must file within 90
days after the notification of denial/removal of spe-
cial assessment from one of the programs listed above.
(ORS 305.280)

A complaint or petition filed in the Magistrate Division
requires a filing fee of $252.
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Additional tax

1. General information

Special assessment programs are in place to recognize
that farm and forest properties are environmentally
and economically beneficial to Oregon. When property
is specially assessed, the owner pays reduced property
taxes if they manage their land under the guidelines of
the special assessment program. If a property ceases to
meet the qualifications of special assessment, there is
a potential “additional tax” on the property. The addi-
tional tax laws and procedures are similar on farm and
forest properties. This chapter will focus on the provi-
sions as they relate to forestland special assessments.
For farm-related procedures, refer to our Farm Use Man-
ual, 150-303-422.

Specially assessed homesites generally don't have pro-
visions to collect additional taxes.

Additional tax only applies to the years the land was
specially assessed [ORS 308A.703(4)]. Any years when
the additional tax has already been collected or abated
can't be collected again. Additional tax can’t be col-
lected for any year the land wasn't specially assessed
(exempt or assessed at market value).

1A. Overview of statutes

Additional tax statutes ORS 308A.700-733 apply to the
following special assessments:

1. Exclusive farm use (EFU).

2.  Non-exclusive farm use (non-EFU; all zones other
than EFU).

Western Oregon designated forestland.

Eastern Oregon designated forestland.

Wildlife habitat (WLH).

Small tract forestland (STF option).

SN

There are five basic scenarios regarding additional tax
that will be addressed in this section:

1. The additional tax could be imposed and collect-
able following disqualification from special assess-
ment. ORS 308A.703 is the statute that addresses
the additional tax upon the land’s disqualifica-
tion from special assessment from 1A, 1-5 listed
previously.

2. The additional tax could be deferred upon dis-
qualification. This means that the potential addi-
tional tax remains on the property, but the tax isn’t
imposed or collectable, and the taxes are deferred.
ORS 308A.706 lists circumstances when the addi-
tional taxes will be deferred upon disqualification
from one the special assessments listed in 1A, 1-5.
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3. There are situations where the additional tax isn't
collectable upon disqualification. ORS 308A.709
lists situations when there will be no additional tax
upon disqualification of special assessment.

4. Any additional tax that had been deferred under
308A.706 may later become imposed or collectable.
ORS 308A.712 explains the situations and process
for collecting additional taxes that had previously
been deferred under ORS 308A.706.

5. ORS 308A.707 addresses additional taxes when
land is disqualified from small tract forestland.

1B. Additional tax versus disqualification

Don’t mix “additional tax” definitions and procedures
with “disqualification” definitions and procedures.
They are separate statutes and separate processes.

First there is a disqualification, and then consider
whether or not to collect the additional tax. Not all dis-
qualifications result in an additional tax. Sometimes
the additional tax will be collected many years after the
disqualification. It is important to keep the “potential
additional tax” (PAT) notation on the assessment and
tax roll. If in doubt, don’t remove the notation from the
roll.

It’s possible that an entire account be disqualified and
only portions require an additional tax computation.
The other portions may have no additional tax or the
additional tax is deferred. Careful review is needed of
all uses, all acres, and reasons for disqualification sepa-
rately. Some portions may be affected differently than
other portions.

2. Additional tax upon disqualification

ORS 308A.703 addresses imposition of additional taxes
upon disqualification from one of the special assess-
ments listed in 1A (1-5). Information regarding the
additional taxes for disqualification from STF is found
in section 2C of this chapter.

Before deciding to collect, determine whether the
additional taxes are collectable. Review the account
history to make sure that any prior year’s additional
taxes haven't been previously collected, deferred under
ORS 308A.706, or forgiven under ORS 308A.709. If the
additional taxes are in a deferred status under ORS
308A.706, you must follow ORS 308A.712 to process the
additional tax for those years.

If neither ORS 308A.706 (deferred) or 308A.709 (no
additional tax) apply, then the additional taxes are pro-
cessed under ORS 308A.703.



Following disqualification, the additional tax imposed
will be added to the next assessment and tax roll to be
collected like other property taxes.

2A. Calculation of taxes

The additional tax shall equal the difference between
the taxes assessed against the land and the taxes that
would have otherwise been assessed against the land
had the land not been specially assessed. This calcula-
tion is performed for each year for the total number of
years listed in 2B below.

Example: A property was under special assessment
in 2005, and the property tax was $2,000 for the year.
It would have otherwise been taxed at $10,000. The
taxpayer gets credit for the $2,000 and will have the
“potential” to pay an additional tax of $8,000 for that
year to make up the difference.

2B. Maximum years

The number of years for which the additional taxes are
calculated shall be the lesser of the number of years the
land was under the special assessment, or:

Five years in the case of:

Non-EFU farmland.

Western Oregon designated forestland.

Eastern Oregon designated forestland.

EFU farmland where land remains inside an urban
growth boundary.

e. Wildlife habitat where land remains inside an
urban growth boundary.

pno oo

Ten years in the case of:

a. EFU farmland where land remains outside an
urban growth boundary.

b. Wildlife habitat where land remains outside an
urban growth boundary.

¢.  Small tract forestland (see 2C below).

If a property wasn't in special assessment long enough
to reach the maximum years, you can only collect the
tax for the number of years the property was in special
assessment.

See Appendix I for “Additional tax diagram.”

2C. STF additional tax

If the disqualification is due to sale or transfer of STF
property, the land automatically qualifies as designated
forestland, unless the assessor determines the land isn't
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forestland [ORS 321.716(3)(b)]. In this situation, addi-
tional taxes are imposed under ORS 308A.707(2)(a). If
the land remains specially assessed under one of the
special assessments listed in section 1A, 1-5 of this
chapter, use ORS 308A.707(2) for computation.

Compute the difference between the taxes assessed
under STF, and the taxes that would have been assessed
as forestland under ORS 321.257-390 for western Ore-
gon, or 321.805-855 for eastern Oregon. This calcula-
tion is done each year the land had been assessed as

small tract forestland, up to a maximum of 10 years.

If, after disqualification, the land isn't specially assessed
under one of the five listed programs, the additional

tax shall be the sum of:

a. Step 1 listed above, and

b. The difference between the taxes that would have
been assessed against the land as forestland and
the taxes that would have been imposed had the
land not been specially assessed. This calculation
is done for each year the land was forestland, up to

a maximum of five years.

Example: Land was disqualified from STF, and didn’t
qualify for another special assessment. Land was in
STF for 10 years prior to disqualification. The table

above shows the taxes for the last 10 years.

Step 1: Calculate the difference between STF taxes and
tax as forestland. Add the amounts together for the last
10 years.

$115 + $110 + $108 + $103 + $100 + $95 + $92 + $87 + $85
+$75 =$970

Step 2: Calculate the difference between the tax as For-
estland and tax at RMV. Add the amounts together for

the last five years.
$1,750 + $1,655 + $1,560 + $1,465 + $1,370 = $7,800

Step 3: Compute total additional tax by adding amounts
from Step 1 and Step 2 together.

$970 + $7,800 = $8,770 total additional tax



Table 4
Calculation of additional tax for disqualified STF properties

] 3 ] o = = 3 3 S 3
> f #®& & <= S g & &5 g 3
S QR R R S QR R R R Q R
Tax at STF $35 $35 $32 $32 $30 $30 $28 $28 $25 $25
Tax at forestland $150 $145 $140 $135 $130 $125 $120 $115 $110 $100
Tax as otherwise
assessed (no special $1,900 $1,800 $1,700 $1,600 $1,500 $1,400 $1,300 $1,200 $1,100 $1,000
assessment)
Difference STF/FL $115 $110 $108 $103 $100 $95 $92 $87 $85 $75
Difference FL/as $1,750 $1,655 $1,560 $1,465 $1,370 n/a nfa n/a  nfa  nla
otherwise assessed

2D. Owner request

ORS 308A.715 allows the owner of land that is disquali-
fied from special assessment to request to pay the addi-
tional taxes, even if the taxes may be deferred under
ORS 308A.706. This generally happens when an owner
doesn’t want the land to be encumbered, or they are in
a loan transaction and either the lender or buyer wants
to clear the title of the property.

The owner must make written request to the assessor
to request to pay the additional taxes. If the request is
made prior to August 15 of the assessment year, the
additional taxes are added to the current tax roll. If the
request is made on or after August 15, the taxes will be
added to the next year’s roll.

Once an owner makes the request and pays the taxes,
they can't “change their mind” and request a refund.

However, land may re-qualify for special assessment
with a timely application. See Appendix F, “Hout v.
Department of Revenue.”

3. Additional tax deferred
3A. Statutes

There are circumstances where the additional tax upon
disqualification is deferred. ORS 308A.706 lists the cir-
cumstances, and ORS 308A.712 explains how to deter-
mine the amount of deferred additional taxes once they
become due for each scenario. The table on the next
page shows the circumstance and corresponding addi-
tional tax statute for forestland special assessments.

Table 5
Additional tax statutes

Reason for deferral Statute Additional taxes Statute
Governmental exchange of land of 308A.706(1)(b) Calculate additional tax on taxable owner’s 308A.712(3)
approximate equal value. original land. Transfer the tax amount to

the account of the acquired land.
Land acquired & used for natural 308A.706(1)(c) Additional taxes imposed at time landno  308A.712(4)
heritage purposes. longer used as natural heritage per ORS

308A.706(1)(c)
Land qualifies for another special 308A.706(1)(d) Additional tax may be imposed at time of 308A.712(5)
assessment. disqualification from special assessment, if

collectable.
150-303-424 (Rev. 04-17) 5-5



3B. Change to other special assessment

The most common reason for deferring the additional
taxes upon disqualification of forestland is that land
qualifies for another special assessment under ORS
308A.706(1)(d). This statute is commonly referred to as
the “roll over” statute because it allows an owner to
defer or “roll over” the additional taxes when they go
to another special assessment.

Itisimportant to maintain the “potential additional tax”
notation on the assessment roll in this circumstance.

Land that is disqualified from STF that subse-
quently goes into another special assessment can't
be processed under this statute. Part of the addi-
tional taxes that are imposed on STF lands dont con-
tinue to be deferred if the land goes under another
special assessment. The additional tax based on the
differences between tax as forestland, and tax as oth-
erwise assessed may continue to be different. See “Sec-
tion 2C STF, Additional tax” of this chapter for more
information.

3C. Government exchange

Under ORS 308A.730, a taxable owner with land under
farm or forestland special assessment may exchange
the land for land owned by a governmental agency if
land is “of approximately equal value.”

In this situation, the additional taxes on the land
that was specially assessed is transferred to the land
acquired by the taxable owner. These additional taxes
are deferred on the taxable owner’s acquired land.
However, upon any future disqualification, the addi-
tional taxes will begin with the last year the land was
under special assessment, up to the maximum num-
ber of years allowed, as listed in 2B of this section. To
reach the maximum number of years, you may need to
include some of the years the owner’s original land was
under special assessment.

See “Special provisions” chapter.

3D. Additional taxes following deferral

If the potential additional taxes were deferred follow-
ing disqualification under ORS 308A.706, and later
become collectable, the additional taxes, and maximum
years of collection are determined under ORS 308A.712.
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3D1. Maximum years

The number of years of additional tax computation
shall be the total number of continuous tax years that
forestland special assessment was in effect for the land,
not to exceed:

a.

b.

Five years, or

Ten years if the property had been previously dis-
qualified from farm use or wildlife habitat located
in an EFU zone outside the urban growth bound-
ary within the last 10 years.

3D2. Calculating the tax

To identify the number of years to collect, determine
the following:

1. Total number of years land was under special
assessment.
2 If the land been previously disqualified from either

farm use or wildlife habitat on land that is outside
the urban growth boundary and in an EFU zone.

a. If no, the number of years you calculate the tax
on is the lesser of the number of years in special
assessment or five years.

If yes, the number of years you calculate the tax
on is the lesser of the number of years in special
assessment or 10 years.

For the special assessments listed below, the number
of years that may be taken into consideration for the
purposes of the additional tax calculation is five years.

Farm use in EFU inside UGB (ORS 308A.062)

Farm use in non-EFU (ORS 308A.068)

Designated forestland western Oregon (ORS 321.358)
Designated forestland eastern Oregon (ORS 321.839)
Wildlife habitat (ORS 308A.424)

Example 1: Land was under designated forestland spe-
cial assessment from 2006 to 2014. In 2015, the owner
rolled the land over to wildlife habitat special assess-
ment. In 2016, land was disqualified from special assess-
ment for change of use. The maximum number of years
for additional tax calculation is five years. Calculate the
difference between the tax paid under special assess-
ment and the tax that would have otherwise have been
paid for each tax year 2011-12 through 2015-16.
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Example 2: Land was under EFU assessment from 2006 through 2010 and land was outside the urban growth bound-
ary. The owner decided to roll over into designated forestland (DFL) in 2011-12 and remained under DFL through
2015-16. Because land was disqualified from EFU outside the urban growth boundary within the last 10 years,
there is a 10-year look back. Additional tax is computed on each tax year from 2006—07 through 2015-16.

Tax year

2006-07
2007-08
2008-09
2009-10
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17

Special assessment
program

<— EFU—> <—DFL—>

Years to compute
add tax

Example 3: Assume same scenario as example 2, only land was under EFU from 2006 to 2008 and under DFL from
2009 through 2015. Because land was disqualified from EFU outside the urban growth boundary within the last
10 years, there is a 10-year “look back,” which means you look back to tax year 2006—07. Per ORS 308A.712(5)(b)(B),
the additional tax for the DFL is limited to five years. Calculate the DFL additional tax for years 2011 through 2015,
then compute the years under EFU (2006-08). Because DFL additional tax is limited to five years, the additional tax
can't be assessed for 2009 or 2010.
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Special assessment
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add tax

In the above example, the land must have been continuously subject to special assessment for 10 years, otherwise
calculate five years additional tax [ORS 308A.712(b)(A)].
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4. No additional tax
4A. Statute (ORS 308A.709)

ORS 308A.709 addresses circumstances when there is
no additional tax following disqualification. In these
situations, the “potential additional tax” notation may
be removed from the roll and no additional taxes are
imposed or collected.

4B. Circumstances

The circumstances include when land is:

4B1. Acquired by governmental agency (eminent
domain)

Eminent domain is the power of a government agency
to condemn or take property from private ownership
for public benefit provided there is just compensation to
the owner (such as the government agency adequately
compensates the owner for the value of the property).

ORS 308A.709(1) specifies the acquisition by the govern-
ment entity requires the “lawful exercise of the power
of eminent domain.” An eminent domain acquisition
may be by force, but many times government agencies
acquire the property through negotiation with a will-
ing owner. For an acquisition to qualify under ORS
308A.709, the courts have ruled the government agency
only has to have the power to condemn the property in
question. The agency must also be able to demonstrate
the reason it acquired the property was for a purpose
that would have allowed condemnation had the owner
not been willing to sell.
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4B2. Acquired by government agency (parks and
recreation)

The land becomes exempt from property taxation.

These acquisitions are covered under ORS 308A.709(2),
(3) and (4).

4B3. Leased public property

ORS 308A.709(5) addresses public property leased by a
taxable owner under a crop share agreement. This stat-
ute only applies to farm special assessment. See Farm
Use Manual, 150-303-422, for more information.

4B4. EFU change (not owner-initiated)
ORS308A.709(6) only applies to farm special assessment.

4B5. Forestland acquired by government agency

ORS 308A.709(7) states that if a government agency
acquires the forestland, it’s not taxable and no addi-
tional tax is imposed.

Don't confuse this statute with 308A.703(5), which
states that if the disqualification is a result of the land
being acquired by an ownership making the land
exempt, the lien for additional taxes shall attach as of
the day preceding the sale or transfer. ORS 308A.703(5)
is addressing those exempt owners other than govern-
ment agencies who have become exempt as a result
of an approved application (such as a church or other
charitable organization).

4B6. Highest and best use forestland declassified

There is no additional tax for land declassified from
highest and best use forestland.
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Special provisions

1. Governmental exchanges [ORS
308A.706(1)(b) and ORS 308A.730]

Land acquired by a government entity as the result of
an exchange of land of approximately equal value isn't
subject to additional taxes being imposed or deferred.
[See ORS 308A.730(4).] If the property isn’t of approxi-
mately equal value, this section doesn’t apply.

When forestland is exchanged with a government
entity, remove the special assessment and the potential
tax liability on the land acquired by the government. If
the land acquired from the government isn’t farmland
in an EFU zone or “highest and best use” forestland,
the owner may make application for special valuation
as farm or forest land in the manner provided under
ORS 308A.077 (farm), 321.358 (western Oregon forest-
land), 321.706 (small tract forestland) or 321.839 (eastern
Oregon forestland), whichever is applicable.

If the exchange takes place prior to July 1, the owner
shall file the application on or before August 1. If the
exchange takes place on or after July 1, the owner shall
make application on or before April 1 of the following
year.

If the owner of the acquired land doesn't file an appli-
cation as required under ORS 308A.730 or the land
doesn’t meet the qualification for special assessment
for which the application is made then a disqualifi-
cation will result in an additional tax. The amount of
additional taxes imposed will be equal to the amount
imposed against the land transferred to the government
entity. The additional tax must be paid, and may not be
deferred under ORS 308A.706(1)(b).

2. Properties with timber under short
rotation [ORS 321.267(3) and ORS
321.824(3)]

Land used for growing hardwood timber under cer-
tain criteria isn’t eligible for forestland special assess-
ment. The hardwood species includes but isn’t limited
to hybrid cottonwood/poplar. Land is ineligible for for-
estland special assessment if the following four condi-
tions are met:

1. The land is prepared using intensive cultivation
methods and is cleared of competing vegetation for
at least three years after planting;

2. The timber is of a species marketable as fiber for
inclusion in the manufacturing of paper products;

3. The timber is harvested on a rotation cycle within
12 years after planting; and
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4. The land and timber are subject to intensive agri-
cultural practices such as fertilization, insect and
disease control, cultivation and irrigation.

Properties that fit this short rotation hardwood produc-
tion may be considered for a farm use special assess-
ment [see ORS 308A.056(2)]. See the Farm Use Manual
for additional details.

3. Land supporting juniper trees

“Forestland means land...that is being held or used for
the predominant purpose of growing and harvesting
trees of a marketable species and that has been des-
ignated as forestland...or the highest and best use of
which is the growing and harvesting of such trees.”
The marketable species are described in the rules OAR
150-321-0340, 150-321-0810, and 629-610-0050.

Land that solely supports stands of juniper trees isn’t
considered to be forestland for the purpose of special
assessment programs. Tree species are acceptable for
reforestation and for residual stand stocking measure-
ments if all of the following criteria are met:

1. The species must be ecologically suited to the plant-
ing site;

2. Be capable of producing logs, fiber, or other wood
products suitable in size and quantity for the pro-
duction of lumber, sheeting, pulp or other commer-
cial forest products; and

3. Must be marketable in the foreseeable future.

Juniper isn't marketable in the foreseeable future and
therefore doesn't qualify for forestland special assessment.

4. Conservation easements
ORS 308A.740, ORS 308A.743,
ORS 271.715 through ORS 271.795

4A. Legislative declarations

The Legislature has allowed for conservation ease-
ments to overlay specially assessed resource lands
such as farmland and forestland. Conservation ease-
ments are agreements between a landowner and a sec-
ond party that memorialize the landowner’s intent to
manage all or a portion of their property in a manner
agreed upon between the parties. The law provides for
these easements in ORS 308A.740-743 (easements with
private entities) and ORS 271.715-795 (easements with
public entities).

Neither of these statutes directs the Department of Rev-
enue or county tax administrators to intervene in the



development of the easement by requiring specific ele-
ments in the agreement.

The legislative findings and declarations under ORS
308A.740 encourage private lands to be managed in a
sustainable manner, intend to use tax policy to encour-
age this use, intend to not impose additional taxes on
property if conservation issues are applied, and define
conservation. “Conservation” is the management of
land, water, and natural resources for the purpose of
meeting human and ecological needs in a sustainable
manner.

The existence of the conservation easement or deed
restriction may not, in it itself, cause disqualification
from special assessment. It will also not preclude dis-
qualification for some other reason (ORS 308A.743).

4B. Definition

ORS 271.715(1) defines “conservation easement” as a
non-possessory interest of a holder in real property
imposing limitations or affirmative obligations the pur-
poses of which include retaining or protecting natural,
scenic, or open space values of real property, ensuring
its availability for agriculture, forest, recreational, or
open space use, protecting natural resources, main-
taining or enhancing air or water quality, or preserving
the historical, architectural, archaeological, or cultural
aspects of real property.

4C. Easement with public vs. private entity

The statutes provide for different tax applications
following the recording of a conservation easement
depending if the easement is with a public or private
entity. A conservation easement between a landowner
and a public entity is taxed at real market value minus
any reduction in value caused by the conservation
easement (see ORS 271.785). A conservation easement
between a landowner and a private entity allows the
property to stay in a special assessment as long as
the requirements for the special assessment continue
to be met. (See Appendix F, “Lane County v. Richard
Briggs.”)

ORS 308A.743(3) requires that the conservation ease-
ment be recorded in the records of the clerk of the
county in which the land is located and a copy of the
conservation easement, deed restriction, or wild-
life habitat conservation and management plan with
the property tax account number must be sent to the
county assessor.

4D. Language of easement

The wording of the easement is very critical in inter-
pretation of the use of the land. This interpretation will
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determine the appraisal and assessment of the prop-
erty for tax purposes.

The land can’t be disqualified from its current forest-
land special assessment as long as the conservation
easement doesn’t interfere with the land meeting the
requirements of the special assessment program. These
easements may restrict growing and/or harvesting of
trees. The language of the easement needs to be care-
fully reviewed to assure compliance with the provi-
sions of the special assessment can be maintained.

A common question about maintaining the special
assessment as forestland on property subject to a con-
servation easement centers on an acceptable level of
harvesting. If a conservation easement on forestland
limits timber harvesting on a property, at what level
of harvest reduction is acceptable before the assessor
must conclude that the land no longer meets the quali-
fication criteria for forest use special assessment? A
decision must be made whether or not the land is being
held or used for the predominant purpose of grow-
ing and harvesting trees of a marketable species. If the
easement lists details that encumber the use of a prop-
erty for typical forest management activities and lacks
a plan that details the selective cutting described in
the purpose statement of a conservation easement, this
may lead to the conclusion to disqualify the property
from special assessment. Each property is unique and
conservation easements are written to a specific piece
of property. This requires detailed review and decision
making on a case-by-case basis.

There isn't any statutory authority for property tax
administrators to require anything to be put into a con-
servation easement. However, there must be enough
information contained in the conservation easement
for the assessor to determine that the qualifications of
special assessment will continue to be met.

Example: A conservation easement allows select-cutting
harvesting practices and also states a purpose of the
easement is the preservation of green space. Would the
definition of forestland be met?

The term “preservation of green space” means that the
owners will maintain the land in a state that is close
to the natural vegetation. A “forestland” special assess-
ment can be considered as green space as long as the
predominant purpose of growing and harvesting trees
of a marketable species and other qualification require-
ments are met. Select cut harvesting practices are
allowed. If a conservation easement refers to selective
cutting as described in the management plan, make
sure to request a copy of the management plan as part
of a review process. If you find the management activi-
ties are described only for a short period (such as five
years) and don't identify levels of harvesting in terms



of percent of cut, volume or acreage, then this could be
reason to disqualify the special assessment.

It is reasonable to expect a management plan to spec-
ify how and when harvesting will occur and provide
detail about the quantities to be harvested. Details on
how the harvest will be performed are also a reason-
able expectation to find in a management plan. Is the
harvest going to be done with a ground machines, cable
systems, horses, helicopter, or by some other means? If
there are no specific long range plans (20, 40, 50, 75, or
100 years, etc)) for the management of the forestland,
this may lead to a conclusion that the landowner isn't
meeting the definition of forestland for growing and
harvesting trees.

5. Specially assessed forest homesites
5A. Qualification

Homesites used in conjunction with a parcel of greater
than 10 acres of qualifying forestland receive a special
assessment for the land under the dwelling as long
as the dwelling use criterion in ORS 308A.250(2) and
308A.253(5) are met. The homesite must be located on a
parcel of land that is zoned in the comprehensive plan
as exclusive farm use (EFU), forest use, or farm and for-
est use per OAR 150-308-1130. Land qualifies for special
assessment under ORS 308A.256 (maximum assessed
value and assessed value of homesites) if it is under
dwellings that are used in conjunction with activities
customarily done in the management and operation of
forestland or it is held or used for the predominant pur-
pose of growing and harvesting trees of a marketable
species.

No owner application is required to receive the forest
homesite special assessment, see OAR 150-308-1130.

ORS 308A.253(5) states that the use of the dwelling
includes, but isn’t limited to being:

® Owned and occupied by a person who is engaged in
the forest operation, or

® Occupied by an employee of the owner of the forest-
land, or

¢ Occupied by a person who is involved in the forest
operation, or

* Owned and occupied by a person who is no longer
engaged in the forest operation, but:

1. Has the harvest of timber from the forestland as
their principle source of income,

Was engaged in the forest operation, during the
five consecutive years before the tax year in which
engagement in the forest operation ended, and
Owned and occupied the dwelling continuously
during the period since engagement in the for-
est operation ended. “Continuous” in this para-
graph includes any period in which the dwelling

2.
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is unoccupied because of health, vacation or other
reason, if during the period the dwelling isn’t
leased or rented to another person.

5B. Definitions
ORS 308A.250, OAR 150-308-1120

“Forestland,” for the purpose of the homesite statutes
(ORS 308A.250 to 308A.259), means land that is assessed
as one of the three items below, and is a parcel of land
of more than 10 acres that has been zon